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of the 
Right Securities? 


HE change that has come over the investment 

outlook in the past six weeks as the result of 
such developments—among others—as the clari- 
fication of the Administration’s inflation attitude, 
the calling of the Fourth Liberty Loan, the first 
observable results of the codification of industry 
under the NRA, the steps towards thawing ap- 
proximately one billion dollars of frozen assets 
in closed banks, and the new economic and poli- 
tical tangle in Europe, all serve to emphasize the 
importance of keeping your portfolio in constant 
harmony with the business and economic prospect. 


T IS in situations such as that on which we 

are just entering that foresighted investors lay 
the foundations for future fortunes that will en- 
sure their economic independence. The securities 
you now hold, whether they have been in your 
portfolio for years or have been acquired only 
recently, may have interesting recovery or profit 
possibilities at the moment—but will you know 
when to make the next move? It is not enough 
to know what to buy; of greater importance is the 
knowledge when to sell—and whether to switch 
immediately into other issues or patiently main- 
tain a liquid position until the opportune time to 


Is Your Portfolio Made Up 


reinstate the sold-out holdings or establish a new 
portfolio of somewhat different type. 


NVESTORS whose investments are under the 

direct personal supervision of THE FINAN- 
CIAL WORLD RESEARCH BUREAU are 
guided conservatively in a program prepared 
especially for them after a thorough consideration 
of every factor in their individual situations. Port- 
folios existing at the time the investor enrolls as 
our client are analyzed and we suggest the exact 
revisions necessary. From time to time there- 
after, as conditions dictate, the portfolio is ad- 
justed to the constantly shifting outlook. Your 
securities are retained in your own possession. 
Our position is purely that of investment counsel. 


W* will be glad to enroll you as a client if 
your present holdings or surplus available 
for investment justify. You will find the pro- 
cedure simple, for it has been perfected by years 


of concentration on the problem of investor-guid- 
ance. You merely register with 


53 Park Place, New York, N. Y. 


Tea FINANCIAL WORLD RESEARCH BUREAU 


us the complete list of your secu- 
rities with their cost, provide us 


with all the necessary data re- 
10-25-33 


Please send me your pamphlet that explains (with- 
out obligations to me) how your personal super- 
visory service would assist me to adopt a progres- 
sive investment program. I enclose a list of my 
investments (showing the number of shares and 
their original cost) to guide you in telling me just 
how The Financial World Research Bureau will 
aid me. 


_ garding your requirements, ob- 


jectives and resources, and then 
follow the direct, positive recom- 
mendations as they come to you. 
Everything is personal — indivi- 
dual; there are no group advices. 


HE cost is moderate. For 
complete information clip 
and mail the coupon—or write a 
letter if you prefer. 


Send for this 
Pamphlet today 
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in 1902 The Financial World was established to diffuse the truth about investments 'y maintained this atti- irculations 
tude, and will continue to do so, confident in its belief that as long as it a 10 rene ead it can count upon the o Gres 
Support of the investing public. 
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WHAT are the 


VERY big company has one 
or more men whose entire 
time is devoted to buying 

the things which that company 
needs. 

These men are specialists. It 
is their business to know prices 
. ++ materials . . . sources of sup- 
ply . . . present and future trends. 
They are the shrewdest, canniest 
buyers in the world. 

But all of us, in a small way, 
are purchasing agents. We have 
to buy a certain number of things, 
if only to keep alive. And most 
of us aren’t very skillful at it. 
We waste a lot of money. We 
miss the good bargains. In fact, 
we could learn a great deal by 
watching a professional buyer at 
his work. 


At this time, especially, it may 
be helpful to know what the big 
purchasing agents are doing. Are 
they cutting down? Are they 
opening up? Do they think this 
is a good time to buy or a bad 


DOING? 


* 


time? What do they think about 
the future? 

Well, the answer is that they 
are all buying as fast as they can 
buy. And they are buying be- 
cause they know that prices are 
going up. 


“Pig iron has advanced 13%,” 
the purchasing agent of a 
$20,000,000 corporation recently 
said. “Brass is up 421%4%. Iam 
paying 41% more for lumber than 
I did in March, and fiber packing 
eases have doubled in price. In 
fact, everything we use in this 
business is costing us more today, 
and will in my opinion cost us 
still more tomorrow. I believe 
. . . that many commodities will 
be back to or near 1929 levels by 


spring.” 


That’s the way the professional 


purchasing agents feel about it. 
And they know. They have 
special sources of information. 
They are closely in touch with 


Industry. They have studied the 
workings of the NRA codes. 
Prices are going up. And it’s a 
good thing for everyone. For 
things had come to the point 
where nothing had any true value. 
A man’s time . . . his product 
... his property... all had 
sunk so low in value that he 
couldn’t even get a decent living. 
That couldn’t go on. So the 
Government set up the machinery 
of the NRA codes in order to make 
everything worth something again. 
This process is now under way. 
Wages are being raised. Commod- 
ities are bringing better prices 
every day. But it is not yet over. 
Before fair values . . . living values 
.. . can be reached, prices will have 
to go higher than they are now. 


Before they do, take a leaf from 
the purchasing agent’s book, and 
lay in a supply of the things you 
need. There are many good bar- 
gains still to be had. But these 
stocks are strictly limited. Now is 
the time to buy. 
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The 
Market Situation . 
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Market background one of conflicting 

forces — business news continues to be 

mixed, with retail trade better but indus- 

trial production dull — Ownership of 

stocks in past six months more profitable 
than ownership of cash or gold 


INANCIAL markets in recent sessions have had 

to contend with a background of developments car- 

rying divergent implications. With the Administra- 
tion apparently moving toward a declaration in favor 
of hard money, inflationary influences are being re- 
moved from stocks. From a trader’s viewpoint this 
is bearish, but to the long term investor it is decidedly 
reassuring. The NRA movement is increasing employ- 
ment and helping retail trade, but it is also increasing 
the operating expenses of most corporations at the 
expense of earnings. On the one hand the Govern- 
ment is urging the railroads and other industries to 
cover their future needs of capital goods, while on the 
other hand is the Securities Act which makes long term 
financing virtually impossible and shuts off the source 
from whence ordinarily come the funds used for the 
purchase of most of the nation’s capital goods. Price 
fixing is being encouraged in numerous fields, while 
in others efforts are being made to keep prices from 
rising and even to effect reductions. It is little wonder 
that the markets are in a state of confusion. 


FROM the welter of the present situation stands 

out the fact that powerful natural forces are at work 
to further the business improvement that made such a 
decisive start months ago, and that these factors give 
every promise of overcoming the temporary obstacles 
that may be thrown in the path of the progress of 
industrial activity. The day-to-day price movements 
may give little encouragement to the owner of good 
securities, but under the surface of the present situa- 
tion are found unmistakable evidences of promise for 
the future. 


OLLOWING their brief spurt following the Bir- 
mingham municipal ownership decision, the utility 
stocks have settled back to their old market character- 
istics, declining less than the remainder of the market 
in periods of general decline, and covering less distance 
on the up-side in periods of general strength. The 
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metals have had to contend with copper price reduc- 
tions, but their action has been little worse than that 
of the general run of stocks. Rails are not being helped 
by current reports of rising operating costs, despite the 
fact that traffic remains above the levels of last year. 
A greater than seasonal decline in loadings reported a 
week ago was traceable directly to lower coal ship- 
ments due to price advances as well as labor strikes, 
and the higher coal prices constitute one important 
place where railroad operating costs are increasing. 
Labor, however, which is the rails’ largest single ex- 
pense item, is under an agreement whereby no change 
in payment will be made until next year, at least. 
Reduction in the New York Reserve Bank’s rediscount 
rate to 2 per cent has little practical effect, with the 
rate long out of line with money market conditions 
and with member banks borrowing so little anyway; 
but it serves notice that the reserve authorities intend 
to keep credit costs low, a situation that should ulti- 
mately help business and the markets. 


Witt all the changes that have occurred in recent 
months in securities and the dollar, ownership of 
common stocks has been more profitable than reten- 
tion of cash. Of course, numerous low priced common 
stock issues have trebled and quadrupled in price in 
the past six months, but the slower moving old-line 
favorites have also conducted themselves satisfactorily. 
A group of fifteen issues such as American Can, 
du Pont, General Electric, Standard of New Jersey, 
Steel and others of similar character, on April 17 had 
an average market price of about 4014; on October 17 
their average was about 62, a gain of some 53 per cent 
in dollars. In the meantime the dollar has declined in 
gold value in the international exchange markets from 
100 to 71, and on the basis of gold prices the apprecia- 
tion in the six months amounted to about ten per cent. 
Even the better grade of rail stocks, with the railroads 
theoretically in a decidedly disadvantageous position 
in a period of inflation, did a little better than hold 
their own in terms of gold. 
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The Week of October 11 to 18: Stock prices turned reactionary 
last week with the Stock Average sagging to new low levels 
for the present movement. The decline was accompanied by an 
juorenee in both the Volume of Sales and the number of Issues 
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The Trend 
Things 


Digest and inter pretation 
of business and financial 
developments 


Refusal of industrial production to show 
much improvement in recent weeks, with 
several important indices losing recently 
acquired gains, brings to the fore the proba- 
bility that the belated autumnal improve- 
ment if it is to come will be of compara- 
tively moderate proportions. Just now it would seem that 
the usual winter slump in production will be much less 
marked than that ordinarily seen, with the next vigorous up- 
ward movement in business activity putting in its appearance 
in early spring. The NRA “Buy Now” campaign did much to 
put new life into retail trade, with numerous lines enjoying 
the best week so far this fall. As good as the showing was, 
it doubtless would have been even better had it not been 
for the continuance of strikes, but fortunately the labor 
troubles which have been so prevalent are beginning to show 
signs of disappearance. In the fields of production, a sig- 
nificant proportion of the increased business enjoyed during 
the spring and early summer was the result of buying of a 
more or less speculative nature in order to beat prospective 
further price rises. The situation is that in a number of 
directions inventories have been built up to a level somewhat 
higher than current conditions would dictate. With energies 
now directed toward working off the surplus, it is only logi- 
cal that we are currently witnessing a lull in output. 

A number of factors are taking shape which should in due 
time impart new impetus to general business. The campaign 
to release deposits from closed banks is not new, but action 
to speed up the process is now being taken and should shortly 
have increasing effect on trade. Of course, the $3.3 billions 
public works program has long been in the public prints, but 
now a start is being made that is expected to put a large 
number of men to work before the end of the year. Admin- 
istration monetary policy, upon which has hinged many plans 
for the future, seems now to be clearing. Such factors as 
those have been subjects of conversation for weeks, but now 
they are reaching the stage where they soon will be exerting 
powerful forces in the interest of further business recovery, 
and should go far in offsetting the seasonal influences usually 
dominant in mid-winter. 


Business Dull, 
Improvement 
In Prospect 


Developments in the field of money and 
credit in the past week or so have tended 


n 
k to confirm previously expressed opinions 
- wie concerning the direction in which the nation 
Clearing is moving. The Administration’s bond re- 


funding program effectively spikes rumors 
of early monetary inflation and supports the conclusion that 
President Roosevelt is determined to permit business to show 
its recuperative powers under the impetus of improved fun- 
damentals rather than to embark upon a scheme which would 
possibly speed up business, temporarily, by radical means that 
would doubtless lead to a new era of uncertainty and con- 
fusion. 

The country is currently undergoing a period of inflation, 
but it is an inflation of credit, where control is effective. The 
spending of large sums for public works projects is infla- 
tionary in its effects, The thawing out of frozen banking 
deposits by government loans is inflationary. And so is the 
Government’s action of loaning more on the farmer's crops 
than those crops are currently worth in the markets. The 
general inflationary background of the credit structure, to- 
gether with the policies being pursued by the Federal Reserve, 
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have finally begun to affect bank credit, with expansion of 
commercial loans becoming commonplace in each weekly bank 
report, The $19 millions increase in commercial loans as 
shown by the October 11 figures brought the gain in this item 
since September 1 to $166 millions, much of which is being 
utilized for increasing inventories for future processing, thus 
increasing employment and purchasing power, The size of the 
figure is comparatively insignificant, but the important thing 
is that the halt made a number of months ago in bank credit 
deflation has been followed by a definite reversal of the trend, 
a development that should go further and at an accelerated 
rate, 

Tn an analysis of the copper situation a 
week ago it was stated that “there would 


be little fundamental economic justification 
— for any important near term increase in the 
Declines price of the metal,” and following the 


preparation of that analysis the price of 
copper declined about a cent, Custom smelters, having built 
up their holdings of the metal in recent months, have seen 
demand decline in conformity with the lull in industrial ae- 
livity during the past few weeks and are reluctant to con- 
tinue to carry inventories larger than their immediate needs, 
Cutting prices is the method they have chosen to attract new 
buyers and reduce their stocks of copper. The industry as 
a whole is making statistical progress slowly, but nevertheless 
material improvement was accomplished following the early 
months of the year, at which time the metal commanded a 
price of only five cents a pound. Entire elimination of the 
bugaboo of excessive stocks in the hands of producers will be 
a slow process, and the advice of last week to accord “prefer- 
ence in security holdings to the low cost producers” remains 
sound, 


France is currently making a desperate 


Foreign effort to balance its budget and keep the 

tl franc on the gold standard, a result ob- 

aoe tainable only by institutions of drastic gov- 
rends 


ernmental economies, but none the less 
aided somewhat by further recent business 
improvement in that country. In Germany also, modest 
business gains are being made in the face of the political 
difficulties there current. In Great Britain is found the 
brightest trade picture abroad, with the recovery movement 
exceeding expectations. A budgetary surplus is indicated at 
the end of the current fiscal year, unemployment is progres- 
sively decreasing, rail traffic continues upward and “astonish- 
ing improvement” is noted in a large number of industries, 
The worldwide nature of the current business recovery is 
highly encouraging to the outlook for the United States in 
coming months and carries the conviction that the present 
dullness here is merely a temporary phase in a cyclical up- 
ward movement. 


WEEKLY INDEX OF INDUSTRIAL PRODUCTION 


Average of 1925-1928 = 100 


Jon. Feb Mor, Apr. May tune july Avg Sept. Oct. Nov Dec. 


1929 
100 100 
90 
/ 
20 99 
60 
1233 


THE COMPONENTS. This is an unweighted index of five sensitive 
series of industrial activity ; new pulldtie contracts, electric power 
production, automobile output, steel mill activity, and merchan- 
dise, miscellaneous and less-than-carload freight traffic. Adjust- 
ments have been made for normal seasonal variation, and the 
average for the four years 1925-1928 is used as the base. 
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A Study of the St. Lawrence River Power and Navigation Project 


c 
4 
Titent has GOL Fy F 
made it clear ST LA es 
in an official state- 
ment through Sec- quese \ 
retary of War 
Dern that the si- 
opment of the St. 3° 
MALIF AA 


Lawrence River 
for power and 


LAKE 
ONTARIO. 


periods. The very 
unusual conditions 
prevailing in the 
country’s transpor- 
tation system in 


ric those years gave 

N 
rise at times to 


Shipments of 
wheat and other 
commodities some- 
times encountered 


navigation is an 
essential part of 
his recovery pro- 
gram.” So read a 
recent news release. 
Confirmation is 
found in the for- 
mation of a plan- 
ning board to 
facilitate the inclu- 
sion of this project 
in the Federal 
Government’s pub- 
lie works program, 
the board consisting of representatives 
of the Federal Power Commission, sev- 
eral Federal Departments, the Interstate 
Commerce Commission, the N.Y. Power 
Authority and others. Clearly, the ex- 
penditure of hundreds of millions of 
the taxpayers’ money on the St. Law- 
rence project is almost certain to begin 
some time in 1934 unless the Senate 
fails to ratify the treaty with Canada, 
which was signed in July, 1932. The 
St. Lawrence treaty is on the Senate 
calendar as unfinished business, and 
will take precedence as the first order 
of business when Congress convenes. 
Estimates of the total cost of the proj- 
ect range from $500 millions to more 
than $800 millions. Since similar 
projects in the past have almost inva- 
riably cost far more than original 
estimates, it seems likely that Amer- 
ican contributions would total at least 
$300 millions, and possibly much more, 
if it is earried out. Although $300 
millions may not sound large when $3.3 
billions have already been appropriated 
for public works, it is a staggering 
amount of money to place in any proj- 
ect if its economic justification is 
doubtful. The mere fact that the ex- 
penditure of the money will help to 
relieve unemployment is not adequate 
justification if the project as a whole 
is destined to become a “white ele- 
phant.” As the head of the Public 
Works Administration recently said, 
“We can not throw money away on 
unnecessary or foolish schemes.” 


Is It Unnecessary or Foolish? 


Although the Administration has 
given many indications that it is strongly 
in favor of the St. Lawrence project, 
many authorities—some with an axe to 
grind, to be sure, but others entirely 
free from bias—are of the opinion that 
the proposed development would fall in 
that category of “unnecessary or fool- 
ish schemes” upon which, Secretary 
Ickes declared, the taxpayers’ money 
must not be sauandered. Investors 
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Another Sink Hole for 
the Taxpayers’ Money? 


Unless the Senate rejects the 

waterway treaty, hundreds of 

millions of American dollars 

will be poured into the St. Law- 

rence River. Will this “bread 

cast upon the waters” ever bring 
an adequate return? 


have a significant stake in the matter, 
not only because completion of the 
project might affect the status of large 
companies whose securities are widely 
held by the public, but also because, as 
taxpayers, they must provide the funds 
which must eventually be found to pay 
off the huge additional indebtedness 
created by the public works program. 
The companies mainly affected are cer- 
tain railroads in various parts of the 
country and also electric public utilities 
in the Northeast. Since it is still highly 
uncertain just how the large amounts 
of hydro-electric power which would be 
generated by the plants envisaged in 
the plan would be distributed, this dis- 
cussion is limited mainly to the trans- 
portation aspects of the scheme. 
However, it may be noted in passing 
that Eastern Canada already has a 
large surplus of electric power produc- 
tive capacity, and that many experts 
doubt that a demand could be built up 
on the American side, within practi- 
cable transmission limits, for more than 
a fraction of the new power, unless the 
Power Authority were to engage in 
practices of a decidedly uneconomic 
nature. 

Apart from the enthusiastic propo- 
nents of Government development of 
hydro-electric power resources, the 
main motive power for the St. Laws 
rence waterway movement has come 
from the wheat farmers of the West 
and their political representatives. The 
first great impetus came during the 
years of Government operation of the 
railroads in the war and post-war 


difficulties and de- 
lays. Although this 
situation was 
quickly remedied 
when the railroads 
were returned to 
private control, 
and the railroads 
proved that their 
facilities were 
more than ample 
to cope with the 
peak traffic of the 
years 1926-1929, the plaint that the 
Western farmers lack adequate trans- 
portation facilities has continued. In 
addition to the great agricultural re- 
gions of the West and Middle West, 
which have been pretty well sold on the 
St. Lawrence waterway by political 
spellbinders, Chicago and innumerable 
other Great Lakes communities, en- 
tranced with the thought of becoming 
seaports, have lent strong political sup- 
port. 

If the plan is carried out, there is 
strong reason to believe that Canada 
will reap the major benefits, although 
the United States will pay at least half 
of the bill. Power capacity of the all- 
Canadian plants of the development 
would, according to preliminary plans, 
be much greater than that of the plants 
in which the United States would 
share. As a waterway, the St. Law- 
rence is now used, and would doubtless 
continue to be used after completion of 
the project, mainly for the shipment of 
grain. (What products would be likely 
to be shipped from European to Great 
Lakes ports, in volume, to provide re- 
turn cargoes?) Reliable estimates made 
over a year ago indicated a strong 
probability that two-thirds of the grain 
which would be shipped via the pro- 
jected St. Lawrence waterway would 
be Canadian, and only one-third Amer- 
ican. Since that time, exports of 
American grain have fallen off sharply, 
and Canadian grain exporters have 
captured a large part of the business 
which Americans have lost. 


Canadian vs. U. S. Wheat 
This is a very natural development, 
in view of the fact that Canadian 
wheat has been selling from 15 to 20 
cents per bushel below American 
wheat. The American product, with 
the aid of high tariffs and Government 
price-raising schemes, has for many 
months been selling substantially above 
the world price (generally regarded as 
the price in the Liverpool market), 
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while Canadian wheat has sold in line 
with the world quotations. The indis- 
putable fact of the matter is that the 
United States, which formerly exported 
huge quantities of wheat, has been 
gravitating more and more toward a 
domestic basis. Since the American 
producer has not been willing to accept 
the low world price, exports have 
dwindled and the “carry-over” of ac- 
cumulated grain increased. The acre- 
age control plans of the _ present 
Administration are designed to bring 
American production into line with 
domestic demand, and if these plans 
are carried to their logical conclusion, 
the American wheat industry will be 
placed upon a strictly domestic basis. 
While it is difficult to believe that this 
goal will be reached, it seems extremely 
unlikely that the United States will 
ever again (barring a European war) 


export wheat on anything like the scale 
of the past decade. By comparison, 
the exports of the years just ahead 
seem destined to continue pitifully 
small. The Administration can be 
charged with inconsistency in sponsor- 
ing the expenditure of hundreds of 
millions upon a waterway intended pri- 
marily for facilitating the export of 
grains, while at the same time doing 
everything possible to bring their pro- 
duction closer to the basis of domestic 
demand. 

It must be recognized that wheat is 
transported very largely by water now, 
and will continue to move by water to 
Buffalo, or to Montreal or other Cana- 
dian ports, even if no improvements 
are made to the St. Lawrence water- 
way. The argument in favor of the 
“seaway” is to the effect that the grain 
could be loaded directly on ocean 
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steamers at the Great Lakes ports, and 
sent to Europe without transshipment, 
The present arrangement is that Cana. 
dian wheat is transshipped mainly at 
Montreal or other Canadian ports, 
while American wheat is sent mainly 
to Buffalo, there to be milled or trans. 
shipped for movement to New York or 
other American ports, where it js 
transferred to ocean steamers. The 
cost of transshipment is moderate. 
Clearly, any greatly increased use of 
the St. Lawrence route for American 
grain would mean a heavy loss to Buf. 
falo and the American seaports, and 
shipments of other commodities via the 
St. Lawrence, to the extent that they 
might develop, would also be at the 
expense of American railroads and 
American shipping. Assuming that 
ocean-going vessels would use the 
(Please turn to page 414) 


Borrowing Our Way to Prosperity 


OR the first quarter of the current 
Fisseat year the United States Gov- 

ernment showed a surplus in its 
ordinary budget. This satisfactory 
and desirable result, however, should 
not deceive the public, as it has been 
obtained merely by a new method 
of figuring Government expenditures. 
The accounting system adopted by the 
Roosevelt Administration includes in 
the ordinary budget only routine ex- 
penditures and allocates all emergency 
expenditures to the capital account, 
which has been balanced only by means 
of heavy borrowing with the result of 
an increase of the public debt by leaps 
and bounds. : 


Uncle Sam's Credit Record 


From 1890 to 1916 the total interest 
bearing debt of the United States 
never exceeded $1.1 billion and the 
annual variations were in the range of 
$200 millions. However, following 
1917 due to the tremendous needs of 
the war the public debt began to 
mount rapidly and reached a peak of 
$25.4 billions in 1919. Under the 
Harding, Coolidge and Hoover ad- 
ministrations the working of the sink- 
ing fund for public debts, as well as 
the allotments of annual budget sur- 
pluses for this purpose, reduced the 
debt to a low point of $15.9 billions in 
1930. A sharp decline in Government 
revenues as a result of the depression 
together with increasing demands for 
relief purposes, caused a resumption 
of Government borrowing at an in- 
creasing rate and on September 27, 
1933, the public debt had reached an 
amount of $22.7 billions. 

At the rate at which the Govern- 
ment is forced to borrow to carry on 
its reconstruction and relief program 
the post war peak of. over $25 billions 
is likely to be reached in the near 
future. The R.F.C. will need. addi- 
tional funds, and the. public works 
program which soon will be put. into 
actual operation will cause an addi- 
tional outlay of $3.3 billions. . 

Fundamentally there is nothing 
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One Form of 
Inflation 


wrong in this method of meeting 
emergency expenditures in times of 
depression through the issuance of 
Government bonds and notes, as long 
as these moneys are used for produc- 
tive self-liquidating purposes or as long 
as there is reasonable hope that rev- 
enues can be increased in times of 
prosperity to such an extent as to 
make a gradual amortization of the 
contracted debts possible. These re- 
strictions obviously set a limit to the 
borrowing facilities of a government 
and if the United States should con- 
tinue on the present road at the speed 
set since 1930 this limit might be 
reached in a few years. 

Governmental borrowing to the ex- 
tent that it is based upon credit and 
not upon absorption of actual savings, 
represents a form of hidden inflation. 
It is inflation through credit expansion. 
For instance, the total amount of Gov- 
ernment securities held by the Federal 
Reserve banks, of almost $2.3 billions, 
which is steadily increasing through 
open market purchases, is nothing but 
so much credit inflation. Bank credit 
created for the purpose of investing 
in Government securities represents the 
same form of inflation. As long as 
the Government enjoys the confidence 
of the people it can go on and ac- 
cumulate debts to meet its various 
expenditures and thereby can create 
additional purchasing power based 


merely upon its credit. 
However, when the debts reach a 


point where they become topheavy and 
where a_ gradual reduction would 
prove too much of a burden upon the 
taxation capacity of the country, the 
confidence in the Government’s credit 
readily and easily collapses and the 
only recourse left is the printing press, 
the worst form of uncontrollable cur- 
rency inflation. Almost every infla- 
tion in history has started this way. 
First, as long as the credit is good, 
heavy borrowings by the Government 
in the regular way through issuances 
of bonds and notes; then higher and 
higher taxes and levies upon properties 
to meet the increasing debt service and 
finally a collapse of the Government’s 
credit standing, forcibly resulting in 
the use of the printing press. 


Making Ends Meet 


While we are still far away from 
such a disastrous finale and financially 
are still very strong as compared with 
other countries, we nevertheless should 
be on our guard and never lose sight 
of the problem of how to cover the 
debts, because debts are contracted 
with the understanding of being re- 
paid sometime in the future. Further- 
more, Government debts are to a iarge 
extent inflationary, since in many in- 
stances they create purchasing power 
without the corresponding creation of 
goods, but must finally be paid out of 
production. Repayments of such debts 
through gradual amortization is always 
a deflationary process as it takes pur- 
chasing power away from the people 
in the form of taxes. 

There, exists the possibility that in 
case of a devalorization of the dollar 
the profit made by the Federal Reserve 
banks on their gold holdings would be 
turned over to the Government and be 
used for debt redemption purposes, a 
procedure which has been applied suc- 
cessfully by other nations in the post- 
war period. Fundamentally, however, 
this method is only another form of 
taxation inasmuch as a devalorization 
of the currency represents a levy on 
the national wealth. 
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A New Selection of Low Priced Stocks 


* 


The analytical staff of The Financial World has selected five low priced common stocks, 
which offer speculative promise on the basis of adequate financial position and prospects 


of better than average earnings recovery in coming years. 


reveals that many of the best profit- 

making opportunities in securities 
are to be found among low priced issues 
rather than among the higher priced 
stocks which often advance a greater 
number of points but a smaller percent- 
age of value. This proved to be the case 
in the business recovery and market ad- 
vance of the past spring and summer 
and should again be demonstrated when 
the present period of reaction and re- 
adjustment from the July peak shall 
have given way to a renewal of the 
recovery trend. The five stocks pre- 
sented herewith are frankly speculative 
in character, but embrace certain attri- 
butes of conservatism in that they rep- 
resent essentially sound well entrenched 
units in important industries. 


Te history of recovery movements 


Briggs Manufacturing was able sub- 
stantially to improve its earning show- 
ing for the first half of this year 
because of its important relations with 
two of the leading automobile produc- 
ers for which it supplies the major 
portion of their body requirements. 
The sharp increase in motor produc- 
tion and sales during the second quarter 
resulted in a profit for Briggs equal 
to 41 cents per share, compared with 
a first quarter deficit of 46 cents a 
share, and it may be confidently ex- 
pected that the third quarter also 
yielded a profit, perhaps of comparable 
size with that of the second quarter. 
Although the first quarter deficit and 
the normal seasonal decline in the 
fourth quarter will restrict the earn- 
ings showing for 1933 as a whole, the 
expectation of further recovery in the 
automotive industry in 1934 provides 
a basis for estimating the company’s 
current annual earning power at well 
in excess of $1 per share. No dividends 
have been paid on the stock since April 
of 1982, but a very strong financial 
position has been maintained so that 
returning earning power could very 
quickly support a resumption of dis- 
bursements. Aithough the manufacture 
of automobile bodies constitutes by far 
the most important activity of the com- 
pany, a degree of diversification has 
been achieved through production of 
other body parts and certain non- 
related lines such as electric refrig- 
erator cabinets and steel enameled 
plumbing fixtures. 


General Bronze, as the leading manu- 
facturer of bronze and aluminum and 
other ornamental metal work, is in a 
position to receive substantial stimulus 
to its business and profits from the 
prosecution of the Federal Govern- 
ment’s $3.3 billions public works pro- 
gram. Rigid economies during the de- 
pression have made it possible for each 
succeeding year to better the record 
of 1980, when a deficit equal to $3.49 
per share was reported. In 1931 the 
loss was reduced to $1.53 per share, 
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and in 1932 a small profit equal to 
52 cents per share was shown. Addi- 
tional economies were instituted this 
year and in combination with the in- 
creasing sales volume which has been 
secured should enable a further earn- 
ings improvement to be reported for 
1933. A strong financial position has 
been maintained and the only capital 
liability outside of the 273,000 shares 
of $5 par common stock is the funded 
debt of approximately $2.1 millions. 
The difficulty in getting the public 
works program actually under way will 
result in comparatively little of it being 
reflected in operations and earnings of 
such companies as General Bronze this 
year. There is thus a clearly defined 
prospect for additional improvement 
for this company in 1934, which does 
not appear to have been reflected as 
yet in the market price of the shares. 


International Tel. G Tel. is the most 
important operator of communication 
systems outside of the United States. 
During the decade prior.to the depres- 
sion it specialized in development of 
telephone systems in many foreign 
countries and in building up a wide- 
spread international communication 
system comprising cable, telegraph and 
wireless telegraph properties. Its 
growth during that period was very 
rapid as indicated by the increase in 


the number of system telephones in - 


service from about 40,000 in 1920 to 
over 803,000 at the close of 1932. Earn- 
ings in recent years have reflected the 


- world wide business depression, and 


depreciation of foreign currencies and 
foreign exchange restrictions consti- 
tuted additional adverse factors in 1931 
and 1932. The present depreciation of 


W PRICED STOCKS 


FIVE L 


Briggs Manufacturing 
General Bronze 
International Tel. & Tel. 
Ludlum Steel 
Mid-Continent Petroleum 


the American dollar operates to offset 
these latter disadvantages and there 
has been some evidence of gradual im- 
provement in internal conditions in 
many of the countries in which the 
company operates. 

The company has substantial funded 
debt and bank loans outstanding but 
is not having serious difficulty in tak- 
ing care of these obligations, and the 
leverage factor in the capital structure 
will operate to the advantage of the 
common stockholders during the recov- 
ery period which is anticipated for the 
coming year or more. Compared with 
average earnings of $3.25 per share for 
the five years ended in 1930, current 
prices for the shares are far from re- 
flecting the future potentialities that 
may be visualized for the business. 


Ludlum Steel is one of the smaller 
units of the industry and specializes in 
the production of alloy steel products. 
More than half of its output is nor- 
mally consumed by the automotive in- 
dustry, the balance going largely to 
manufacturers of machine tools, build- 
ing specialties and chemicals and to 
oil refiners. Along with the rest of 
the steel industry, the company suffered 
substantially during the depression, 
having reported deficits for each of the 
past three years and having omitted 
preferred dividend payments since 
October, 1930. There are no bank loans 
or funded debt outstanding and a strong 
financial position has been maintained. 
Returning earning power should, there- 
fore, make possible a comparatively 
quick retirement of the accumulated 
preferred dividends on the 46,000 shares 
of $6.50 convertible preferred stock and 
thus pave the way for dividend resump- 
tion on the common. The deficit re- 
ported for the first half of this year 
was substantially lower than that of 
the first half of 1932, and although the 
second quarter still showed a loss on 
the common stock there was a small 
profit for that period after charges. 
It is probable that the entire year 1933 
will show a deficit on the common stock, 
although substantially smaller in 
amount than the $3.90 per share loss 
reported for 1932, but only slight 
further business improvement in 1934 
could bring a substantial recovery in 
net earnings. 


Mid-Continent Petroleum ranks as 
one of the medium sized integrated 
units in the oil industry. Its crude 
oil and refining operations are confined 
te the mid-continent territory but its 
marketing system extends through six- 
teen states in the southwest, middle 
west and prairie sections. The com- 
pany was formerly engaged principally 
in the production of crude oil and still 
controls extensive and valuable raw 
material reserves. Capitalization con- 
sists solely of 1,858,000 shares of no 
par common stock and a very strong 


399 


— 
on 
| 
Q 
| 
\ 


financial position resulted in net work- 
ing capital at the close of last year 
being equal to about $7.50 per share. 
Earnings for the five years ended in 
1930 averaged $3.08 per share but def- 
icits were shown in both 1931 and 1932. 
The first half of 1933 was less satis- 


factory than the same period of 1932 
but the second quarter was better than 
the first and it is not improbable that a 
profit was recorded in the third quarter. 
Successful restriction of crude oil out- 
put by administration of the oil code 
under Secretary Ickes and maintenance 


v 


of the price schedule for oil and oj] 
products as recently announced should 
enable the company to operate at a 
profit during the coming half-year, 
which is normally the poorest period 
of the year, and should pave the way 
for expansion of earnings in 1934, 


Out of Line Speculative Preferreds 


A group of five preferred stocks selling at a discount 


major trend in speculative security 

prices, quoted values of the larger 
number of these issues have been de- 
termined in large measure by the day- 
to-day supply and demand obtaining in 
individual situations. Under such con- 
ditions, it is natural that price dis- 
crepancies should appear and continue 
for an interval until equalizing forces 
effect the necessary correctives. One 
anomaly in the present situation lies 
in the number of speculative preferred 
stocks selling at a net price, i.e., mar- 
ket price less per share dividend ac- 
cumulations, below market price of the 
common stock. Comparative speculative 
merits obviously favor the preferred 
issue in such situations as preferred 
dividend arrears must be cleared up 
in cash or stock and regular disburse- 
ments initiated before the common be- 
comes eligible for payment. From the 
limited number of issues in this cate- 
gory, five have been selected. 


L: THE absence of incentive for a 


4 AMERICAN & FOREIGN POWER $7 
cumulative 2nd preferred stock has 
second preference as to assets and 
cumulative dividends over the common 
stock. Dividend accumulations on this 
issue now amount to $19.25 per share 
compared with present market price 
of around $10 and a price for the 
common stock of around $8. This 
issue is outstanding in the amount of 
2,657,946 shares, 81 per cent of which 
is owned by the Electric Bond & Share 
Company, which also owns 48 per 
cent of the common stock. The com- 
pany furnishes a diversified utility 
service to communities located in 13 
foreign. countries. The world-wide 
business depression not only curtailed 
revenues of operating subsidiaries but 
greatly restricted dollar income of the 
parent concern because of foreign cur- 
rency depreciation and_ restrictions 
placed upon exchange operations. 
There has been a distinct improvement 
in operating revenues since the first of 
the year while dollar revenues have 
been greatly. helped by the deprecia- 
tion of the dollar when expressed in 
terms of foreign currencies. Restric- 
tions upon dollar conversion are still 
in force in 6 countries and a consider- 
able amount of funds are still im- 
pounded abroad but these funds 
gradually should be released as the 
international monentary situation im- 
proves. For the 12 months ended 
March 31, 1933, earnings available for 
the $7 second preferred stock amounted 
to 21 cents per share. In 1929, $8.77 


per share was shown on this issue. 
400 


STATES STEEL $7 cumulative 
preferred, quoted around $30, carries 
dividend accumulations of $17.50 per 
share. This issue, which is outstanding 
in the amount of 20,000 shares, con- 
stitutes sole preferred stock capitaliza- 
tion and is preceded by a funded debt 
of but $5.2 millions. Net value of 
plant and equipment at December 31, 
1932, amounted to $24.8 millions. The 
prince and pauper characteristics of 
this important southern steel pro- 
ducer’s business are indicated by the 
fact that in 1929, earnings on the pre- 
ferred stock amounted to $65.52 per 
share which was turned into a deficit 
of $31.87 last year. Physical prop- 
erties are concentrated in the Birming- 
ham (Ala.) district and products are 
sold largely to the agricultural South. 
Reflecting improving trade conditions 
in the South as well as higher steel 
prices, revenues have expanded moder- 
ately during the current year. For the 
6 months ended June 30, 1933, a deficit 
of $5.61 per share of preferred was 
reported compared with a deficit of 
$17.98 in the corresponding 1932 
period. In the June quarter, a loss 
of only $18,646 was sustained, and in 
the September quarter $166,670 was 
earned, more than offsetting the half- 
year loss and resulting in a profit equal 
to $2.72 a share of preferred for the 
nine months. Financial condition is 
sufficiently strong to permit immediate 


application of earnings to payment of ° 


preferred dividend arrears as soon as 
sustained improvement in operations is 
assured by a further recovery in all 
important steel consuming lines. 


4 MissourI-KANSAS-TEXAS $7 cumu- 
lative preferred currently selling at 
around $17, carries dividend accumu- 
lations of $14 per share, bringing the 
net price to $3 per share compared 
with market price of the common of 
around $7. In common with a ma- 
jority of carriers, earnings of the 
company have declined since the close 
of 1929. In that year $13.10 per share 
of preferred was earned. In 1932 a 
deficit equal to 95 cents per share of 
preferred was reported compared with 
a profit of $1.01 in the previous year. 
For the 7 months ended July 31, 1933, 
a deficit equal to $3.47 per preferred 
share was shown compared with a 
deficit of $2.05 in the corresponding 
previous period. Although the com- 
pany’s business is seasonally better 
during the latter half of the year, 
this will be partly offset in the current 
period due to greatly reduced wheat 
tonnage. However, over the longer 


term, the road’s prospects appear 
favorable for retrievement of earning 
power and a satisfactory financial posi- 
tion is enjoyed. 


4 RADIO CORPORATION $5 cumulative 
preferred “B” ranks ahead of the 
common both as to assets and cumula- 
tive dividends after full dividends on 
the “A” preferred have been met. 
Dividend accumulations now amount to 
$5.35 per share on the “A” stock and 
$10.00 per share on the class “B.” 
For the 6 months ended June 30, 
1933, deficit equal to $2.78 per 
share of “B” preferred was shown 
compared with a deficit of 62 cents in 
the corresponding previous period. 
Demand for radio equipment enjoyed a 
sharp and sustained upturn about mid- 
year however and a small operating 
profit in the last 6 months of the cur- 
rent year is indicated. At the end of 
the current year, preferred accumu- 
lated “A” dividends will aggregate $3 
millions which will have to be liqui- 
dated before the “B” preferred becomes 
eligible for distributions. This does 
not appear to be a great barrier how- 
ever as potential earning power of the 
company is large. In 1929, net before 
preferred dividends amounted to $15.9 
millions. Net market price of Radic 
“B” is $6 per share compared with 
market price of the common of $7. 


4 REPUBLIC STEEL $6 cumulative con- 
vertible preferred has first preference 
as to assets and $6 cumulative divi- 
dends and is convertible into the com- 
mon stock on a graduated scale to 
1942. The last dividend distribution 
on this issue was made October 1, 1930, 
accumulations now amounting to $18.00 
per share. Net price of $9 per share 
compares with a market price for the 
common of around $11. The company 
was formed in 1930 at the outset of 
the business depression and has oper- 
ated at a deficit in each of the past 
three years. However, combined earn- 
ings of constituent companies showed 
earnings available for the preferred 
stock in 1929 equal to $33.71 per share. 
For the 6 months ended June 30, 1933, 
operating deficit amounted to $4.92 per 
share of preferred compared with a 
deficit of $8.77 in the like period of 
last year. Unofficial estimates place 
earnings for the September quarter at 
around $750,000, equal to about $1.25 
per preferred share. Republic Steel 
is the third largest steel producer in 
the country and may be expected to 
share fully in the recovery of this 
industry is now underway. 


THE FINANCIAL WORLD 


ra 


_ 
5 
da 
re 
a 
| 


Has Government Refunding 


* 


rency inflation? 


ing the Administration’s monetary 

policies have been removed by the 
announcement of the call of the $1.9 
billion of the Fourth Liberty Loan for 
cash or new obligations. This conver- 
sion offer confirms the impression that 
the Government is following a more 
conservative trend in monetary mat- 
ters. All schemes for radical currency 
inflation have apparently been side- 
tracked, and it is reasonable to assume 
that for’the next six months, at least, 
we will be safe from hazardous ex- 
periments with our currency. 


Sine of the uncertainties regard- 


Conversion versus Greenbacks 


Among the discretionary powers given 
the President by Congress last May was 
the provision that “for the purpose of 
meeting maturing Federal obligations, 
to repay sums borrowed by the United 
States, and for purchasing United 
States bonds and other interest bear- 
ing securities” unsecured currency of 
the fiat money type could be used to 
the extent of $3 billions. The calling 
of the $1.9 billion Liberty bonds there- 
fore would have given the inflationists 
an excellent opportunity to start the 
experiment of issuing fiat currency on 
a grandiose scale. Through the cur- 
rent conversion offer the Administra- 
tion has openly rejected such ideas. 

The called series of the Fourth 
Liberty Loan can be converted into 
new bonds maturing in 1948 and bear- 
ing interest at the rate of 44 per cent 
for the first year and 33 per cent 
thereafter. In addition, an amount of 
$500 millions of the new bonds has 
been offered for cash, and the Govern- 
ment thereby is obtaining sufficient 
funds to take care of possible demands 
for cash payment by holders of called 
Fourth Liberties. A further indication 
of the optimism of the Government is 
the extension of the conversion pri- 
vilege to all other series of the Fourth 
Liberties still outstanding. A large 
part of the 
holders of 
the bonds 
taking ad- 
vantage of 
this offer 
would sub- 
stantially 
strengthen 
the position 
of the Treas- 
ury by elimi- 
nation of 
heavy ma- 
turities in 
1938. 

Due to the 
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W hile the Fourth Liberties conversion 
plan evidences monetary conservatism 
does it entirely remove the spectre of cur- 


extraordinarily attractive features of 
the new bonds on the basis of current 
money market conditions, it is expected 
that the Goverment’s offer will be very 
successful. It has been estimated that 
over 50 per cent of the total Liberty 
bonds are held by banks, and their 
cooperation with the Government ap- 
pears to be assured. The difficulties of 
finding equally safe investments yield- 
ing 334 per cent seems almost to force 
the banks into the conversion of their 
Fourth Liberty holdings. For the Gov- 
ernment a complete conversion of the 
called bonds would mean an annual 
saving of over $19 millions in interest. 

The market was taken somewhat by 
surprise by the terms of the refunding 
as it had been anticipated that such a 
large transaction would have to be 
deferred to a more opportune time con- 
sidering the instability of the dollar 
and the present financial needs of the 
Government for reconstruction pur- 
poses. The example set by Great 
Britain, however, has proven that large 
refunding operations can be carried 
out successfully even when the cur- 
rency is off the gold standard. Eng- 
land last year succeeded in converting 
all but £165 millions of its £2 billion 
5 per cent war loan. France likewise 
converted all but $176 millions of $3.6 
billions of loans which bore interest at 
rates of from 5 to 7 per cent. While 
England and France made the conver- 
sion more palatable through the offer 
of a premium, the United States is 
maintaining interest payments on the 
new issue for one year at the old rate 
of 44 per cent. 

The Administration’s bold action in 
launching this refunding operation 
without any formal announcement as 
to its intentions concerning stabiliza- 
tion of the dollar indicates great 
optimism and confidence in its finan- 
cial policies. On the other hand, it 
is quite possible that, with a continu- 
ance of the uncertainty as to the future 
of our currency, a time would come 
where Government securities could only 
be marketed with difficulty. The re- 
ception of the conversion offer will 
give the answer to the question 
whether a large refunding operation 
can be carried out in this country with- 
out official assurance as to early stab- 
ilization of the dollar. An early de- 
finite. statement in this respect would 


Sidetracked 


be in accordance with the Administra- 
tion’s very apparent trend toward 
conservatism in monetary policies. 

In case that, for some reason or 
other, the conversion should not meet 
with the general approval of the pres- 
ent holders of the Fourth Liberty 
bonds, the Government would face the 
necessity of paying out about $2 bil- 
lions in cash next April 15, and there 
would probably be no other way out 
than to apply the provisions of the 
Thomas amendment and pay in un- 
secured greenbacks. Such an issuance 
of notes, however, could hardly be 
termed “controlled inflation.” It would 
force the Government to continue the 
use of the printing press in ever in- 
creasing amount. This possible theo- 
retical consequence proves the boldness 
of the Government’s policy and its 
optimism in undertaking such a refund- 
ing process at the present time. 


Foreign Exchange Control 


While Great Britain did the same 
thing with sterling off the gold stand- 
ard, the pound nevertheless was main- 
tained relatively stable during that 
period through the operations of the 
Equalization Fund. So far the United 
States Government has done nothing to 
maintain the dollar at a stable rela- 
tionship with gold currencies, and it 
has been suggested that the establish- 
ment of an equalization fund according 
to the British pattern would be of 
tremendous help. 

The only indication of the Govern- 
ment having taken. a hand in the 
foreign exchange market is a stricter 
supervision of the future “swap” mar- 
ket, with such transactions now per- 
mitted for legitimate commercial pur- 
poses only and no longer. for speculative 
operations in the various currencies. 

Recent improvement of the dollar in 
relation to foreign gold currencies in- 
dicates increasing confidence in the 
more conservative monetary policies of 
the Government and augurs well for 
a definite and thorough success of the 
conversion plans. However, the re- 
funding of the Liberty bonds does not 
entirely eliminate the danger of cur- 
rency inflation which potentially still 
looms in the background and can be 
revived if a decided slack in the re- 
covery process should develop. The 
conversion operation does not directly 
create jobs nor rise prices, two objects 
which the advocates of currency infla- 
tion try to achieve by their schemes. 
At any rate they have been silenced, at 
least for the time being and the longer 
they can be kept in the background the 
better it will be for the country a 
a whole. 
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upon the annual harvest for their 

primary raw materials, the flour 
millers and corn refiners lend them- 
selves to an interesting comparison at 
this time of the year. Such a study is 
timely because it is a matter of record 
that the shares of the companies repre- 
senting these two important industries 
usually sell higher in the autumn than 
in the spring. And this year has been 
no exception to the general rule, 
although the percentage gains from the 
low prices of the early part of the year 
have naturally been greater than in 
the previous depression years. 

General Mills and Pillsbury Flour 
may be considered as the leading wheat 
consumers and Corn Products and 
Penick & Ford as the leaders in the 
refinement of corn. A parallel can be 
drawn between the trend of wheat and 
corn prices and the quotations of these 


B toon almost entirely dependent 


THE LEADING FLOUR MILLERS 


Capitalization: 


General Pillsbury 
Mills Flour Mills 
Funded debt.... 


None *$5,729,000 
Preferred, 6% cum. 
($100 par) ..222,664 shs. 
Common (no 
“662,454 shs. 


None 
549,222 shs. 


Position: May 31,1933 May 31, 1933 
Cash 


Securities .... $5,321,617 $2,381,682 
Receivables .... 6,31 7,785 1,710,28 
Inventories : 20; 310,415 7,324,182 


Other current 
830,110 92,225 


$32,779,927 
5,407,429 


$11,508,371 


Current 
liabilities 1,702,758 
Net working 
Capital $27,372,498 
Ratio 6:1 
Earnings and 
Dividends: 
1929 


$9,805,613 
6.7:1 


$5.12 ¢$2. 
4.05 


3.6 
1.51 
72.11 


$3.27 
Market Position: 
ent price 63 
Times 1933 earnings .15.2 
Times 5-year 
Current Yiela 


*Entirely subsidiary funded debt, due 
Oct. 1, 1943. +Eleven months ended May 


31, all previous years end June 30. tIn- 
cludes extra of 50 cents. 
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Comparing the 
Harvest Stocks 


Which to Buy? 


four leading stocks this year. In the 
following tabulation all low prices were 
reached between the beginning of Jan- 
uary and the early days of March 
while the highs of the year were 
touched at some time between the start 
of July and the end of September: 


Spring Fall Recent 
1933: Low High Price 


WHEAT (bu.)... as $1.173 $0.673 
General Mills 71 63 
Pillsbury Flour ... 263 19 


CORN (bu.).... $0.23 $0.77 $0.378 
Corn Products « 453 90 84 
Penick & 253 59 54 


For previous years a similar trend 
will also be found, although there have 
been deviations from time to time. In 
1928, for instance, when wheat sold at 
its post-war high of $1.86 a bushel and 
corn soared to $1.05 per bushel, the 
prices of the four stocks advanced to 
their best levels up to that time, al- 
though in 1929 they sold higher be- 
cause of the continuation of the stock 
market boom after commodity prices 
had started downward. If the prices 
of the stocks follow the course of grain 
and corn prices, it could readily be 
assumed that higher prices are in pros- 
pect on the basis of the Government’s 
being committed to a policy designed 
to lift commodity prices. 

Actually, however, the flour millers 
and the corn refiners usually are not 
affected by swings in commodity prices 
to any important extent. They do not 
suffer materially from inventory losses 
when prices decline, nor do they profit 
in a rising market. General Mills and 
Pillsbury Flour hedge practically all of 
their wheat requirements and thus 
avoid taking a definite position in the 
commodity. The bulk of their opera- 
tions is conducted on a service charge 
basis, with profits representing pay- 
ments received for manufacturing and 
merchandising activities. The selling 
price of the flour is based primarily 
on the cash price of wheat, plus the 
cost of conversion, and the market 
price of flour varies directly in ac- 
cordance with the day-to-day price of 
wheat. Corn Products and Penick & 
Ford, on the other hand, follow a 
policy of buying corn only for their 
immediate needs and thus seldom have 
an inventory of the product of more 
than a few weeks’ supply. The prices 
of corn sugars, syrups, starch, etc., are 


Which to Avoid? 


quickly adjusted to the price of corn 
with the advanced price or the mark- 
down passed directly on to the con- 
sumer. 

A comparison of the four companies’ 
inventory positions during the past five 
years reflects the difference in the 
methods of doing business: 


General Pillsbury Corn Penick 
Mills Flour Products & Ford 


$10,816 284 $2,901 


4, 1207 1, 
20,310 7,324 

It will be noted that both General 
Mills and Pillsbury Flour have sub- 
stantially expanded their inventories of 
raw materials while neither Corn 
Products nor Penick & Ford have shown 
so marked a change. The balance 
sheets of the latter two when they be- 
come available on December 31, 1933, 


THE LEADING CORN REFINERS 


Penick 
Capitalization: ducts & Ford 


Funded debt $i. 766, 000 None 


Preferred 7% 
par) 250,000 shs. None 
Comm (no par) 
($25. “par).. 2,530,000 400,000 shs, 
Financial Position: Dec. 31,1932 Dec. 31,1932 
Cash & 
securities . -$36,615,438 $3, ae 223 
Receivables .... 7,004,981 152 
Inventories ..... 4,20 07, 332 1, Hay 894 
Other current 
8,080,471 8,019 


Total current 
$49,908,222 


3,350,205 


$5,191,288 
Current 
liabilities 408,929 
Net, working 
ital 


$46,558,017 $4,782,359 
14.8:1 12.9:1 
Earnings and 
Dividends: Earned ary Earned {Paid 
1928 $3. $2.56 N 


Five-year 
average 
Market Position: 
Recent price 84 
Times 1933 earnings.30.3 
Times 5-year 
average 


Current yield 
*Due May 1, 1934. Includes extras: 
1929 “si. 25; 1930, $1; 1931, 50 cents. 


tIncludes extras: 1930 and 1931, 50 cents 
each; 1932, $1. 
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a = 42 owo = 


‘ 
1929 
= 
inancial 
Total current 
assets ....... 
1930 ........ 4.83 3.00 40 1930........ 488 4.00 ‘4.01 1.50 
Five-year $1.99 $1.06 $1.05 
54 
3.0 
‘ 17.6 
5.3% 


may disclose some expansion of inven- 
tories. The figures for 1933 for Gen- 
eral Mills and Pillsbury are for May 
31, the end of their fiscal year. 

What all four companies need more 
than an improved price structure in 
the industry is increased volume. 
Under the NRA codes in both indus- 
tries, most of the price difficulties of 
the past should be corrected and any 
increase in costs because of higher 
wages or the processing tax will be 
passed on to the consumer in the form 
of higher prices for finished goods. 
These companies manufacture the bulk 
of their products under nationally ad- 
vertised trade names which enjoy a 
ready acceptance in normal times and 
command better-than-average prices 


when there are no curbs on public pur- 
chasing power. There is little doubt 
that the leaders of both flour milling 
and corn refining will share in any 
recovery of consumption of food prod- 
ucts. 

The tabulations at the bottom of page 
402 compare the statistical positions 
of the two leaders in each field. On 
the basis of both the earnings ratio 
and yield, the flour milling stocks are 
selling on a more undervalued basis 
than those representing corn refining. 
General Mills is available at 15.2 times 
earnings for the fiscal year ended May 
31, 1933, and yields 4.7 per cent on 
its present $3 annual dividend. Pills- 
bury sells for only 9 times earnings for 
the 11 months ended May 831, 1933, and 
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affords a yield of 5.3 per cent. In 
contrast, Corn Products and Penick & 
Ford yield only 3.6 per cent and are 
selling for 30.3 times and 24 times 
1932 earnings, respectively. Assuming 
that the corn refiners could show a 50 
per cent gain in earnings this year, the 
stocks would still be selling for be- 
tween 16 and 18 times current earn- 
ings. The shares of General Mills and 
Pillsbury Flour are, statistically, in 
the more undervalued position while 
present market prices for Corn Prod- 
ucts and Penick & Ford have gone far 
in discounting the earnings improve- 
ment indicated for 1933, but sight must 
not be lost of the fact that the latter 
issues are habitually more popular 
marketwise and usually sell higher. 


New Outlook for the Bond Market 


Jan Feb Mar Ap May Jun Jul Aug Sep Oct Nov Dec 


1916 — 1930 1931 1932 1933 
90 | 90 
80 80 TREND BY WEEKS} 
70 70 
60 LJ TREND oF THE 60 
BOND AVERAGES 
50 i i 50 
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HE conversion operation for 
Tours Liberty Loan 43 per cent 

bonds calls for a reappraisal of 
prospects for the bond market, and it 
is quite possible that considerable time 
may pass before the significance and 
effects of the major refunding will be 
accurately reflected in bond prices. 
The immediate reaction was a sharp 
gain in secondary bonds, many medium 
grade and semi-speculative issues show- 
ing advances of several points, while 
the best quality bonds made little or no 
market response. The conversion pro- 
gram, which was universally regarded 
as tantamount to a promise by the 
Administration to eschew radical infla- 
tion policies, logically calls for strength 
in bonds of the highest quality, while 
secondary bonds are still subject to 
most of the factors which control the 
market movements of common stocks. 
There does not appear to be any strong 
reason why secondary bonds should 
not continue to follow the stock market 
to a great extent, as they have done 
during the greater part of the past 
few years. Thus it is not surprising 
that, after the first session of contra- 
dictory movements of second grade 
bonds and stocks, the orthodox relation- 
ship between these two classes of 
investment and speculative media was 
restored. 

Except for a short period during the 
march of the Southern inflationists 
upon the White House, the high grade 
bond market has shown surprisingly 
little apprehension over the possibility 
of currency inflation or other radical 
measures for depreciating the standard 
of value. Many bonds in this group 
are selling on a very low yield basis. 
In view of the impressive stability of 
the market for high grade bonds, no 
great advance was to be expected in 
this section of the list on the news of 
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the conversion plan with its sound 
money implications. The sharp decline 
in French, Dutch and other gold pay- 
ment issues which had advanced to 
fancy premiums was, of course, en- 
tirely logical, since the conversion an- 
nouncement was followed by a sharp 
recovery in the dollar. 

Looking to the future, the main 
threat to the position of high grade 
bonds appears to have been removed, at 
least for several months. At the same 
time, there will probably be no great 
increase in the interest shown in this 
market until there is further clarifica- 
tion of the prospects for business and 
industry. This is true to an even 
greater extent of secondary bonds. 
Bonds of this type, especially the more 
speculative issues, were in a position 
to gain at least temporarily from 
radical inflation measures. With such 
possibilities removed, at least for the 
near term future, it would appear that 
the stimulus for any significant ad- 
vance will have to come from improve- 
ment in business of sufficient scope to 
produce the additional earnings pro- 
tection which medium grade and specu- 
lative bonds need for betterment of 
their status. 

The market for Government bonds 
has been improved by the conversion 
operation. The new issue of 43-3}s, 
1943-45, is generally considered attrac- 
tive, as is shown by the quick over- 
subscription and closing of the books 
on the $500 millions cash offering of the 
new Treasury Bonds, which were priced 
at 1014, the first instance in many 
years of a U. S. Government offering 
carrying an original subscription price 
above par. Most of the large insur- 
ance companies and banks owning sub- 
stantial blocks of the called Fourth 
Liberty 43s are planning to convert 
into the new 43-3is. On the whole, it 


appears that individual investors would 
do well to follow their example in re- 
spect to holdings of the calied bonds. 
Those desiring to convert should take 
prompt action, since the books on ex- 
change subscriptions for the new issue 
will remain open only for a limited 
period and may be closed at any time. 

There is no strong incentive for con- 
verting uncalled Fourth Liberty 43s 
into the new bonds, since the former 
are now quoted a point or more above 
the price which the Treasury 43-3is 
are expected to command. The large 
premium on the uncalled 43s is due to 
the substantial demand for these bonds 
as short term investments. They can 
not be redeemed before October 15, 
1934, since six months’ notice must 
be given on an interest date. Al- 
though there is no certainty that 
they will be redeemed next Octo- 
ber, it is generally believed that they 
will be retired well ahead of their 
stated maturity in 1938. As U. S. 
Government obligations with maturities 
up to two years are selling to yield 
less than 1 per cent, it is logical that 
the premium on the uncalled Fourth 
Liberty -43s should be high enough to 
bring the net yield down to a very 
low percentage. 

The Fourth Liberty 44s probably 
have wider distribution in this country 
than any other bond issue. In view of 
the relatively high coupon rate, the 
change-over from individual to institu- 
tional ownership has not been nearly as 
complete as in the case of the lower 
coupon Government bonds. Investors 
who wish to take advantage of the large 
premium (over 3) points) in order to 
change into a longer term issue, might 
consider a switch into the Treasury 34s, 
1941, currently quoted around 101, 
which issue offers a much higher yield 
on the basis of the present market. 
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4Patino Mines — 


A Beneficiary of 
Higher Tin Prices 


of the world, Patino Mines & 

Enterprises reported a very sat- 
isfactory earnings record in the period 
from its organization in 1924 to the 
beginning of the depression late in 1929. 
Unlike its lower cost competitors, which 
operate in the Malayan Archipelago 
by dredging and open pit mining meth- 
ods, it is a lode miner and is conse- 
quently handicapped by somewhat 
higher costs. Nevertheless, the five 
year period ended with 1929 showed 
average earnings equal to $3.43 per 
share in American currency on the 
1,310,000 shares of no par common 
stock which are outstanding as the sole 
item of capitalization. 

The company’s tin output is sold in 
London and financial statements are 
rendered in terms of the pound sterling, 
from which conversion must be made 
into American dollars if any statistical 
study is to be made in terms of quo- 
tations for the American shares. 

International restriction of tin pro- 
duction, 75 per cent of the world output 
being under British control, together 
with increased consumption this year, 
has resulted in a substantial increase 
in the price of the metal. For the first 
six months of this year the average 
price in London was £167.9 per long 
ton compared with £125.8 per ton in 
the first six months of 1932. It is not 
surprising therefore that the first half 
of this year yielded a net profit of 
£142,084 compared with a deficit of 
£161,163 in the same period of 1932. 


AN one of the leading tin producers 


Tin Prices Maintained 


The sharp increase in the price dur- 
ing the second quarter has been well 
maintained since that time and if we 
assume an October average of approx- 
imately £220 per ton (the present 
price), we find that the four months 
ending with October of this year aver- 
age £217.2 per ton. This represents a 
gain of 29 per cent over the average 
price of the first six months and indi- 
cates an equal percentage gain in gross 
earnings in the second half-year, on a 
similar rate of output, or £186,500. 
Since the same rate of output can be 
achieved with no increase in cost this 
entire gain in gross should be trans- 
lated into net profit. Thus the indi- 


cated earnings of the second half of 
1933 would be £338,500, which converted 
into American dollars at the current 
exchange rate of approximately $4.70 
per £1 would be the equivalent of $1.18 


per share. The first half year’s earn- 
ings of £142,000 would equal at the 
same rate of exchange an additional 
51 cents per share, indicating a prob- 
able net profit for the entire year 1933 
equal to $1.69 per share. 

It appears not improbable that the 
current price of tin can be maintained, 
if not improved, since the present in- 
ternational agreement does not expire 
until August 1, 1934, and there is every 
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reason for believing that the agree. 
ment will be renewed in some modified 
form. On the basis of the above esti- 
mate of $1.18 per share for the second 
half of this year, the current annual 
rate of earnings is indicated at about 
$2.36 per share, without making any 
allowance for additional profits which 
are very likely to accrue through the 
application of the present higher prices 
of tin to the company’s inventories, 
which are understood at the close of 
1932 to have amounted to 2,620 tons 
carried at £145 per ton. 

The company has maintained a very 
strong financial position and could 
easily resume dividend payments dur. 
ing the coming year if the status and 
outlook for the industry remain as 
presently indicated. In view of all 
these circumstances the American 
shares, as recently quoted on the New 
York Stock Exchange, appear to offer 
long pull speculative attraction. 


| Stocks and the 
Dividend Tax 


one of the special taxes levied to 

support the huge expansion of 
Federal credit provided under the Na- 
tional Industrial Recovery Act, has 
caused considerable confusion among 
investors in railroad guaranteed and 
leased line stocks. In some cases the 
holders are receiving checks for divi- 
dends at the stated rates; more fre- 
quently they are finding that five per 
cent has been deducted to pay the new 
tax. Although the now apparent cer- 
tainty of repeal of prohibition before 
the end of the current year seems to 
make the matter of only passing im- 
portance (since the Act provides for 
automatic repeal of the tax on the first 
of January next following the pro- 
clamation of repeal), the question is 
by no means of merely academic in- 
terest, since a substantial amount of 
1933 dividend rentals is at stake, and 
since it is possible that a similar situa- 
tion may arise again at some time in 
the future. 

Although there are many variations 
in form and content among the num- 
erous lease agreements, there is usually 
some provision for payment of taxes, 
as well as other charges, by the lessee 
companies. However, many of these 
lease agreements are many years old, 
and the tax clauses were not always 
drawn in such a way as to anticipate 
and provide for new taxes which 
might be levied in the future. The 
dividend tax created by the National 
Recovery Act is not the first new im- 
post to disturb the erstwhile tax free 
status of the investor in railroad 
guaranteed and leased line stocks. 
When Federal corporation income taxes 
were first imposed, many investors in 
these stocks were subjected to a re- 
duction in income, in cases where the 
lease agreement did not unequivocally 
call for payment of all taxes by the 
lessee company. For instance, Boston 
& Providence Railroad Corporation was 
originally a 10 per cent stock, but since 
the imposition of the Federal corpora- 


"Tore five per cent tax on dividends, 


tion tax, disbursements have been 
made at the rate of 8% per cent, de- 
ductions having been made for pay- 
ment of this tax. 

As the lease agreements of the Penn- 
sylvania Railroad system are some- 
what different in form from those of 
other systems, the Pennsylvania has 
paid the dividend tax on the guaran- 
teed and leased line stocks of its lessor 
companies, and holders of these stocks 
have suffered no reduction in income. 
In other cases where the wording of 
the lease agreements would seem to 
obligate the lessee companies to pay 
the tax, deduction has _ nevertheless 
been made from the dividend rental 
checks. There is apparently some dis- 
agreement among members of legal 
staffs, and generally considerable con- 
fusion as to the obligation of the 
guarantor companies. An instance of 
this is to be found in the case of 
Allegheny & Western Railway stock, a 
Baltimore & Ohio system issue. Divi- 
dend checks were first sent out for the 
stated dividend minus a five per cent 
deduction to cover the tax. Subse- 
quently, the stockholders were reim- 
bursed for the amount of the deduction. 


Che Investors’ Platform 


EFORE the investing public can 
feel assured of the existence 
of the fullest measures for its 
THE FINANCIAL WORLD 
elieves necessary, and it insists 


upon, the adoption of the essential 
reforms outlined in the following 
platform. The more insistent that 
investors are for the inauguration 
pa pga reforms, the more quickly 
wi 


the day arrive when these 
safeguards will become a part of 
our financial structure: 
I. Public Directors 

II. Independent Audits 

III. Standardized Reports 

IV. Trading Reforms 

V. Independent Protective 

Committees 

VI. Full Publicity on Secur- 

ity Offerings 


THE FINANCIAL WORLD 


ae 
N 


COLUMN 


Wuen testimony is produced showing 
that “smug and conservative bankers” 
financed investment trusts with an in- 
vestment on their part of $24,000, took 
out a profit of $6.8 millions, and in addi- 
tion to that used earned and accumu- 
lated income of $10 millions to start 
another trust, it is but a natural se- 
quence that such evidence is destruc- 
tive of public confidence in some of our 
investment standards. 


Thuis is the gist of the testimony de- 
veloped by the Senate investigating 
body in probing into the operations of 
Dillon, Read & Co. during the hectic 
speculative boom preceding the finan- 
cial collapse of 1929. Clarence Dillon 
himself, during the course of his ques- 
tioning, styled his firm as composed of 
“smug and conservative bankers.” He 
cannot complain therefore if the press 
and the people form their own conclu- 
sions regarding this type of banking. 


Senator CouzENS was not hesitant in 
calling this brand of investment bank- 
ing reprehensible even if it could not 
be paraphrased as unethical. When the 
bankers set up an investment trust 
involving many millions of dollars of 
the public’s money it cannot be claimed 
they assumed any risk when they con- 
veniently set aside half of the common 
stock for themselves at a total outlay 
of 20 cents a share. It was thus that 
they put themselves firmly in the con- 
trol of the property and in the custo- 
dianship of its immense treasury chest. 


Lr Is beside the point raised by Dillon 
that his trust paid dividends to its pre- 
ferred stockholders amounting to a 
considerable sum, for it would be a sad 
commentary if with so much capital 
available the owners of it did not re- 
ceive something in return to compen- 
sate them for their risks. The methods 
adopted in carrying out this financing 
are what is drawing the fire of sharp 
criticism to it, and properly so. 


Ture is one particular direction in 
which public resentment may well di- 
rect itself as a result of the testimony 
adduced at the inquiry, and that is 
toward the misuse and abuse of the 
instrumentality designed to provide the 
small and inexperienced investor with 
the superior skill of investment bankers 
in diversifying his investments. 


Insreap of disbursing the profits in 
form of dividends, which is the proper 
use of such funds, the management 
segregated them and employed them as 
capital for another trust. They took 
a rib vut of the one and built upon it 
the skeleton of another. Such financing 
can be interpreted only as a device for 
giving the management, without risk to 
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itself, another 
bundle of capi- 
tal with which 
to operate and 
beget addi- 
tional profits 
for itself. 


Tus in itself might not be considered 
unethical, but it is perilously close to 
it, since in the disposition of these sur- 
plus earnings the real owners had not 
a word to say. Their hands were com- 
pletely tied by virtue of voting control 
vested in common stock that cost the 
bankers but 20 cents a share. 


Anonce other interesting facts, this 
investigation reveals that the majority 
of investment trusts, despite the claim 
of superior skill in selecting invest- 
ments, proved to be no more successful 
in their commitments than would have 
been the individual investor personally 
handling his own funds, and that some 
of them put their funds into securities 
in which their directors had an interest. 


However sincere may be the protesta- 
tion that such transactions did not in- 
volve any ulterior or fraudulent motive, 
it cannot be disputed that such inter- 
locking of interests tends to warp the 
judgment of directors of investment 
trusts. And whatever legislation re- 
sults from the current investigation 
must include some safeguards to pre- 
vent in the future this serving of two 
masters at the same time. 


experimentation with investment 
trusts involved us in one of the greatest 
fiascos that emerged from the late la- 
mented period of prosperity. The cause 
is not difficult to ascertain. It is not 
embedded in the principles which should 
guide this method of financing, but is 
found in the greed that was developed 
from the large profits obtainable from 
setting up these trusts and selling their 
securities to the public. 


Insreap of our investment trusts fol- 
lowing the sound and _ conservative 
practices of their Scottish and British 
prototypes, many of them developed 
into blind pools, a form of collective 
security buying that in the early 
twenties was frowned upon by our 
financial community as unethical. 


Tue FINANCIAL WorLD has consis- 
tently maintained that investment 
trusts should be so scrupulously man- 
aged that, like Caesar’s wife, they 
should always be above suspicion. 
They should not cloak their operations 
in secrecy. Unless this course were 
followed, we asserted, there would be 
the grave danger that their exploita- 
tion would result in the very scandals 
that the depression uncovered. 
(Please turn to page 415) 


Odd Lots 


Invest your capital as it is 
accumulated each month by 
buying a few shares of good 
stock. 


Odd Lots permit you to pur- 
chase the stocks you want in 
capital 


the quantity your 
calls for. 


And remember, Odd Lots give 
you that margin of safety 
gained by diversifying your 
buying. 


The many features of Odd Lot 
in our book 


100 Share Lots 


John Muir’.@ 


Members 
New York Stock Exchange 


39 Broadway New York 


Branch Office—11 West 42nd St. 


STOCKS and 
COMMODITIES 


Folder explaining margin require- 
ments, commission charges and 
trading units furnished on request 


Cash or Margin Accounts 
Inquiries Invited 


SPRINGS & CO. 


Members Chicago Board of tele 
and other leading exchanges 
60 BEAVER ST. 
Uptown Office: 15 W. 47th St. 
NEW YORK 


OPENING AN ACCOUNT 


Many helpful hints on trading proce- 
dure and methods in our booklet. Copy 
free on request. Ask for booklet K 6. 


Any listed security bought and sold. 
(HisHoim & (HAPMAN 


Established 1907 
Members New York Stock Exchange 


52 Broadway New York 


M°CLAVE & CO. 


Members New York Stock Exchange 
Members New York Cotton Exchange 
Members N. Y. Curb Ex. ( Associate) 
67 Exchange Place, New York 
2-6220 


RANCH 
Central Be Bldg., B’way, N. Y¥. 
71 Vanderbilt Avenue, N. ¥. 
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It is natural for a conscientious executive 


The Drama exult that his department is in hum- 
ae ming activity, especially when it has been 
oF INew long dormant or is altogether new, but 
Whiskey we needn’t share his enthusiasm. We 


have Dr. Doran of the Bureau of Indus- 
trial Alcohol naively eager to be interviewed so that the 
public may know he is encouraging distillers to make ten 
gallons of whiskey out of one, and Mr. Hopkins of the 
relief bureau, though with less joyousness we trust, press- 
ing his estimate that American mendicancy this winter 
will total 15 million, without any accurate basis for that 
belief. Mr. Hopkins and the NRA can’t both be right as 
the figures of the one do not check with the other. 

Encouraged by the alcohol bureau, the whiskey stampede 
when repeal is declared operative will be comparable for 
intensity if not numbers only to the Alaska gold rush and 
the Oklahoma land grab, with every distiller trying to beat 
his competitor to the gun. It is evident that anything 
short of an injurious concoction will be permitted. There 
are only five million gallons of properly aged, eight-year- 
old whiskey in the country. In former days that was cut 
with distilled water to fifteen millions, 80 proof. As cellars 
in homes, clubs, restaurants and hotels are empty that 
supply may be considered negligible. Our total normal 
consumption is about 100 millions annually. The _ re- 
mainder of the demand will be supplied with rectified, 
blended whiskey. That can mean a gallon of whiskey four 
years old mixed with eight gallons of Cologne spirits, the 
trade name for alcohol, and one gallon of prune juice, 
sherry or burnt sugar for coloring and taste, making ten 
gallons. Alcohol costs only 25 cents a gallon. A hardy 
day laborer paying ten cents a drink fared better than 
that before the fateful January of 1920. 

A more hopeful detail is that President Roosevelt is 
opposed to high liquor taxes. His purpose in urging re- 
peal, he has told friends, was not so much to increase 
revenue as to benefit public morals. He is determined to 
end the careers of bootleggers and to stop the corruption 
and crime that flow from them. It is doubtful that he 
shares Dr. Doran’s casual views of what constitutes a 
potable whiskey. Laws on blending may follow. 

Dr. Doran is a chemist, and the training of a chemist 
is that anything is potable that is not deleterious. But it 
is a question whether the Government can have it said that 
its citizens could obtain a better whiskey from bootleggers 
during prohibition than from legal sources after repeal. 


Our incredible predicament, a plethora of 


How everything and too few purchasers, which 
Sol has resulted in a syncope that asks for 
urpluses currency inflation, is one of the results 
Are Created of our earlier post-war advantages which 


has not yet been fully liquidated. There 
are still mounting carryovers from former surpluses. 

We wish to destroy a billion dollars of agriculture by 
subsidy; in fact, our willingness to do so has to be accom- 
panied by an appeal for indulgence from farmers who want 
their crops and the subsidy too. They will ultimately no 
doubt have both, as what army of sleuths can follow 30 
million farmers to their last furrow? Many have already 
been apprehended selling the processed grain which a gen- 
erous Government allowed them to mill for their private 
use. They thereby create further surpluses and deprive 
the country of anticipated revenues. Brazil, with a popula- 
tion one-third of ours and a smaller per capita wealth, has 
deliberately destroyed over $200 millions of coffee. Japan, 
burdened with 167 million bushels of rice, most of it carry- 
over, which it cannot consume or export, is also adopting 
curtailment measures by subsidy. 

The farther away a country was from the scene of the 
last war the more it produced itself into unsalable sur- 
pluses, for the processes of nature stimulated by man went 
blindly on during the war and for years after the armistice, 
before the others could get their houses in order. That 
was especially true of the United States, 3,500 miles away 
and equipped with every modern device of agriculture and 
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industry. Taking 1913 as equaling 100, the physical 
volume of agricultural products for the years 1920-27 was: 
Ourselves 98, France 91, England 90, Italy 85, Germany 
70, West Europe 82. Industrial production for the same 
years was: Ourselves 120, France 95, England 77, Italy 92, 
Germany 68. The low figure for England, however, is 
accounted for by the coal strike of 1926. 


The railroads afford an interesting if 


Variations 2nomalous contrast in earnings with the 
utilities. In March it seemed that few 
n roads would survive receivership, while 
Earnings no such serious fear was felt for utilities, 


Today, with six months of increased car- 
loadings, the railroads are in a comparatively prosperous 
condition. Most of the larger systems are earning their 
fixed charges and a few even their common dividends. 

The utilities have had twenty-three successive weeks of 
increased power production. Yet they are passing divi- 
dends, and it is not unusual to see a reduction of only 5 
per cent in gross result in a decrease of 90 per cent in 
net. The low price of utility bonds expresses the public’s 
feeling of jeopardy. Nothing in the present situation can 
be attributed to the NRA as recent fiscal reports show 
normal operations, without codes, for ten of the twelve 
months. General overhead and executive salaries, however, 
have not been as drastically reduced as by the railroads. 

It is not enough to say that the utilities are the momen- 
tary stepchild of industry. Quite recently the railroads 
were. In neither instance was it more than harmless public 
opinion, It stopped no one from riding on a train or 
switching on a light or using either for commerce. Of 
the two the utilities, having a monopoly of their kind of 
service, were more compulsorily used. As to taxes, about 
which one hears so much, they are 7.3 cents in the dollar 
for the railroads and 12 cents for the utilities. The rail- 
roads spend 46 cents in the dollar for labor, the utilities 
15 cents, 

The defeat of municipal owner:hip in Birmingham, at 
the very gateway to the Tennessee Valley project, should 
improve the market position of utilities. Camden votes 
on the same issue November 1, Cincinnati on November 7 
and Knoxville on November 27. 


Official devaluation of the dollar to around 


Gold and its present price would give our Govern- 
the Debt ment, for domestic purposes, a gold hoard 

eve of $6 billion, an accompanying profit of 
Settlement $2 billion over the actual hoard of $4.3 


million at par. With $6 billion of gold 
the Government would have an ample base for almost 
any experiment or expansion it might wish to make. 
Should a few of the major efforts prove successful in 
accelerating employment and business, owing to the im- 
mensity of the national interests and the gigantic scale 
upon which operations are undertaken with us, the return 
of the dollar to par, if that were then thought advisable, 
would come sooner than generally expected. Many foreign 
economists, among them Henri Bérenger, consider our 
dollar too low now. 

We have, however, two important problems to settle, one 
foreign and the other domestic. It will be necessary to 
set a final acceptance price on the debts owing us by our 
allies, particularly England and France. The subject of 
payments comes up again December 15, and England 
has representatives in our country now negotiating 
a settlement. The interest on debts, though small in per 
cent, threatens to overtop the principal, and that is not 
sound economics. Our reduced dollar, and it is politic to 
keep it down just now, will be helpful in the settlement. 
All countries involved realize that these unsettled debts 
are a hindrance to international finance and trade and 
thus to world recovery. 

The domestic problem affects the issuance of new securi- 
ties. Congress may hesitate to make friendly changes in 
the Securities Act with the discouraging revelations from 
the Senate inquiry still ringing in their ears. 
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BOARD ROOM 


Or Gossip a Customers’ Man as 
Hears Around Broad and Wall fay. 


Asue-nopiep JULIUS KLEIN, whom you will recall as the one-time Assistant Secre- 
tary of the Department of Commerce, is now running his own firm of taxation 
experts in Washington. Along a different line, Charlie Mitchell, once 
of the National City, has leased an office on Exchange Place, but hasn’t hung out 
a shingle yet. Better stock up on cigars now, for your favorite stogies 
will be higher when you do your Christmas shopping. There is no strike 
problem in the New Zealand coal mines, for all of the miners have deserted and 
gone to work in the gold fields. Incidentally, the initials of the new 
Smokeless Coal Authority Bureau which is policing the Southern bituminous 
coal fields are SCAB, which in plain American language stands for “strike- 
breaker.” . . . Clarence Dillon hired his own press agent to handle the story 
of the Pecora inquisition. . . . 


Wrestincuouse ELEcTRIC built the elevators which are running in the new 
N.Y. General Electric Building—while the elevators in the Westinghouse Build- 
ing were built by Gurney. Don’t be surprised to see the “war baby” 
stocks jump into the limelight one of these days with a Soviet-Japanese struggle 
brewing and Germany getting all hitlered up over the loss of its foreign markets. 

We told you about the vacuum cleaners equipped with headlights a short 
time ago—next you’ll hear about a cleaner with two speeds forward and one 
reverse. . . . Prexy Bradley of Alaska Juneau says he wouldn’t buy specu- 
lative gold stocks with your money right now, while Prexy Clark of Homestake 
Mining states “investors should be cautious” in buying new mining stocks or 
else, 


Senator CARTER GLASS, publisher of the Lynchburg, Va., News and Advance, 
won’t sign the NRA code. . . . Just when we were beginning to think that 
homemade bread was a thing of the past, the electric stove companies decide to try 
to sell your wife on the idea of baking bread in their new adcampaign. . . . That 
Sheriff Quayle, who ruffled a good many feathers when he deserted Tammany 
and flew over to McKee’s nest, is a salesmanager of Remington-Rand—incidentally, 
the double “R” office equipment makers have been doing a nice business with 
the many alphabetical bureaus of the New Deal. Wonder what the wet 
stocks will do when the six states vote on the repeal question on November 7?— 
if Utah doesn’t go dry, it won’t be because the Mormon fathers didn’ttry. . . . 


UNIPER BERRY JUICE, which is so important an ingredient of real gin, will soon 
made synthetically in one of the big chemical laboratories. . . . If you 
hear rumors of an impending merger of the B.& O. with the Pennsylvania R.R., 
don’t take them too seriously. That new Stock Exchange bank won’t 
cut in on the business of the big commercial banks as some think, for it will act 
only as a clearing house for stock and bond certificates—what it will do will be 
to eliminate jobs for an army of runners who are trying to get their feet on 
the first rung of the Wall Street ladder. Much ado about nothing was 
Mr. McAdoo’s visit to Russia—recognition of the Soviet seems no closer than 
_ ever with American labor four-square against it. If you get any mail 
from the National Old Age Pension Association, watch your step—it is being 
promoted by a chiropractor and ex-convict. It is absolutely illegal to 
publish whisky ads in either newspapers or magazines until after repeal—but 
the publishers have been assured that Uncle Sam will not do anything about 
violations. . . . 


Raptos are to be permitted in New York’s taxicabs, as we told you in this column 
some time ago—one fleet placed an order for 1,500 automobile radio sets last 
week. . . . Maud turtle soup will soon*be on the market, and no mock turtle 
it will be, for it is made of fresh water turtles for the first time. . . . Speak- 
ing of table delicacies, Rattlesnake Snacks are the latest titbit to eat with your 
cocktails. Secretary of Commerce Dan Roper may soon be in the head- 
lines as the new boss of the recovery drive when General Johnson puts the 
finishing touches on the codes. . . . The suggestion is being advanced that 
French wines be taxed 300 per cent to make France pay its war debt—the Cali- 
fornia vineyards are in full sympathy with the idea. Incidentally, the 
French winegrowers are already at work developing new devices to prevent 
American bootleggers from imitating and refilling their bottles—you’ll need a 
corkscrew, a can opener, a screw-driver and a pair of pliers to open a bottle of 
champagne. . . . 
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What Action 
to Take NOW 


on These Active Stocks 


First Nat. Stores Reynolds Tob. B 
Union Carbide DuPont 


So. Pacific Foster Wheeler 
Phillips Pet. Caterpillar Trac. 
Nat. Dairy B. & O. 


Cae UNITED OPINION Bulletin 
gives a clear cut and timely fore- 
cast of the stock market outlook with 
definite advice on these important issues. 
Investors will find this timely Report a 
guide to action in the present market. 


Send for Bulletin FW-53 Free 


(Please print name and address) 


UNITED BUSINESS SERVICE 


Odd 1 Lots 


In listed securities carried 
on conservative margin. 


Your Inquiries Invited 


Bunsrombe & Co. 

Members New York Stock Exchange 

60 Broad St. New York 
Branch Offices 

137 W.37thSt. 54 Court St. 


New York Brooklyn, N. Y. 


Our Monthly Market Letter 
discusses the 
Motion Picture 
Industry 


Copy sent upon request 


GOODBODY & CO. 


Members New York and Philadelphia Stock 
Exchanges and New York Curb Exchange 


115 Broadway 60 East 42nd Street 
New York New York 


Branch Office 
1424 Walnut Street, Philadelphia, Pa. | 


‘‘Market Action” Tells You 


. . when to buy ... when to se -.. when 
stay out of the market. All A; 
definite and complete. You are never teft hanging 
in mid-air! Issued weekly. Free sample copy on 
request, or 


Send $1 for ¢ Weeks’ Trial Subscription 


MARKET BUREAU, INC. 
WETSEL 
New York City 


STOCKS 


carried on conservative margin 


H. F. McCONNELL & "& CO. 


(Established 1908) 
Members New York Stock Exchange 
Members New York Curb Exchange 
60 Wall Tower, N. Y. Tel. WHitehall 4-6400 
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Butts 


AMONG 


AND 


THE 


BEARS 


These reviews were written immediately preceding closing time of this issue 


The ratings used in this department 


are taken from THE FINANCIAL WORLD Independent Appraisals of Listed Stocks 


American Bank Note 4 = 


The nose dive in new security offerings 
(exclusive of municipal issues) to a 
low of $9 million in September, against 
the summer peak of $74.5 millions in 
July, goes far in explaining the apathy 
toward American Bank Note. As the 
outstanding printer and engraver of 
corporate securities with its largest 
source of revenue from the engraving 
of bond and stock certificates, this com- 
pany would probably be a leading bene- 
ficiary of any change in the Securities 
Act which would foster a revival of the 
capital markets. 


Prospects of further business gains are 
beginning to quiet the loud demand for 
inflation, for many soberminded execu- 
tives are beginning to see inflation as 
a soap bubble rather than a sturdy 
dirigible. 


American Tel. & Tel. 4 “_ 


Those few extra calls which telephone 
subscribers made during the September 
quarter enabled American Tel. & Tel. 
to show a 6-cent increase in earnings 
on its 18.7 million shares. Net income 
for the quarter equalled $1.88 a share, 
against $1.82 a share in the third quar- 
ter of 1932, and as a result earnings 
for the nine months amounted to $5.42 
a share as compared with $5.93 a share 
in the first three quarters of the pre- 
vious year. Somewhat disappointing 
was the report to those who expected 
more of a gain, but previous predic- 
tions of over $2 a share for the quarter 
were apparently upset by a decline in 
revenues in September from the August 
peak. The big telephone giant will fall 
short of earning its $9 annual dividend 
this year but with revenues now run- 
ning ahead of a year ago, the threat of 
a reduction is fading. 


Third quarter reports are for the most 
part substantially better than those of 
the second quarter despite the higher 
costs incident to the adoption of NRA 
codes. 


American Tobacco 4 “B+” 


Insistent warnings on the one side 
of an impending price advance in cigar- 
ettes, which has not yet materialized, 
and unofficial predictions that the com- 
pany may not earn its dividend this 
year on the other side, have placed 
American Tobacco in a rather peculiar 
position. That the price reduction of 
almost a year ago has stimulated the 
sales of cigarettes is evidenced by the 
9 per cent gain in production for the 


first nine months over the same period 
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last year, but under the cover of the 
figures there is more than a suggestion 
that the profit margins of the big cig- 
arette manufacturers will be the least 
favorable of recent years. The process- 
ing tax on tobacco became effective on 
October 1 and added to this are the 
increased costs under the NRA code 
which will contribute to increased costs 
during the last quarter. With stocks 
in the hands of dealers substantially 
increased because of advance purchases 
in anticipation of a price advance, the 
outlook for the final quarter is not 
encouraging. 


Sales of merchandise for October will 
tell the story of whether or not Uncle 
Sam is a good salesman. The depart- 
ment stores are hopeful but uncon- 
vinced. 


Auburn Automobile 4 ad 


The sharp break in the price of its 
shares last week brought Auburn Auto- 
mobile once more into the limelight 
but this time there were rumors of a 
different nature than of deficits and 
dividend reductions. Street gossip 
spread the story that the company’s 
sponsors had suffered heavy losses in 
the wheat market during the recent 
decline and had been forced to unload 
part of their Auburn holdings. Regard- 
less of such a possibility, there is rea- 
son for some concern in the Auburn 
situation due to the failure of the com- 
pany to maintain its position in the 
motor industry this year. With a loss 
of $6.64 a share reported for the first 
nine months of this year, it is expected 
that the loss for the full year will be 
more than double that of $4.46 a share 
shown in the fiscal year ended Novem- 
ber 30, 1932. The regular $2 annual 
dividend has been declared in full for 
1933, but there is some question as to 
what action the directors will take when 
they meet next on December 9. 


Following an intensive survey of the 
possibilities of air-conditioning, one 
large investment trust has purchased a 
substantial block of American Radiator. 


RATING CHANGES 


Subscribers should revise ratings 
according to the following changes 
in order to bring their Financial 
World Appraisal ratings up to date. 


COMMONS: 
Arnold-Constable ...... D 
Spiegel, May, Stern..... D 
United Carbon ......... Cc 
Cc 
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Burroughs 4 “C+” 


Making a strong bid for its share 
of business recovery, Burroughs Adding 
Machine was well represented in the 
National Business Show last week in 
New York with a display of more than 
100 business and office machines which 
required more floor space than ever 
before. The exhibit included not only 
all the new models of adding machines 
which have been developed recently, but 
also a complete line of cash registering 
devices and typewriters, the latter of 
which feature the electric carriage re- 
turn. Of especial interest were the 
new machines which have been pre- 
pared for the recording of beer and 
liquor sales, a line of equipment that 
should be stimulated by repeal. 


Sinking spells in certain commodity 
prices are beginning to raise a bogey 
of inventory losses at the year-end in 
a number of lines. 


Chicago Pneumatic Tool 4 “D+” 


In contrast to the decline in steel 
production, of which the machine tool 
business is generally regarded as baro- 
metric, it is reported that Chicago 
Pneumatic Tool has continued to show 
improvement in operations. Expecta- 
tions are that the third quarter showed 
a slight profit, against a loss equal to 
$2.94 a share in the first half of this 
year. As the cdOmpany serves a well 
diversified group of industries, it is in 
a position to share in general business 
recovery. . 


The farm equipments will close the year 
in a Mother Hubbard position. Rus- 
sian recognition is one of their bones 
of contention. 


Douglas Aircraft 4 


The report that Douglas Aircraft 
had driven an important entering 
wedge into the passenger airplane field 
by securing a large order has been 
confirmed. Having always specialized 
in planes for the Army and Navy, 
Deuglas only recently decided to branch 
into the transport field with a new 
line of passenger carriers. The first 
big order was placed by Transconti- 
nental & Western Air and calls for the 
delivery of 22 Douglas planes beginning 
January 1, 1934. Thus unfilled orders 
have been stepped up to a total of 
$2.8 millions against $1.7 million a 
year ago. 


Under cover of dividend reductions and 
other unfavorable news, several of the 
big utilities are eliminating bank loans 
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and will probably close the year with 
the strongest cash positions in some 
time. 


du Pont 4 “B+” 

Less dependent is du Pont de Nemours 
upon the income of its General Motors 
holdings since the turn for the better 
in the chemical, rayon and paint indus- 
tries. For the September quarter, earn- 
ings equalled 95 cents a share, of 
which only 23 per cent (224 cents a 
share) represented dividends on Gen- 
eral Motors. In the third quarter of 
a year ago, 64 per cent of the earnings 
of 36 cents a share came from General 
Motors. For the first nine months, 
earnings of $1.98 a share included 683 
cents a share from General Motors, 
while in the comparable period of 1932 
G. M. contributed 92 cents a share to 
du Pont’s total earnings of $1.37 a 
share. Uncertainty regarding the main- 
tenance of du Pont’s $2 annual dividend 
now appears to be largely removed and 
if the company’s business continues to 
gain in the last quarter of this year, 
there may be an extra or an increased 
payment in store for the stockholders 
early in 1934. 


Some of the liquidation last week came 
from the “wise traders” who guessed 
wrong on the trend following Labor 
Day. 


Florsheim 4 “C+” 

A year ago a preferred stockholder 
of Florsheim Shoe would have had diffi- 
culty in getting better than $70 a share 
for his holdings but then the company 
was operating at a loss before preferred 
dividends. Now the situation has 
changed and the company is earning 
a good margin over the $6 annual pay- 
ment on the preferred stock and the 
bid for the shares is 106 with no stock 
offered. One reason for the change of 
heart is an offer on the part of the 
company to buy 11,000 shares of the 
preferred at 108, or 50 cents more than 
the callable price. 


General Electric 4 “B+” 


As unfavorable as General Electric’s 
report for the September quarter may 
appear to be with earnings equal to 8 
cents a share against 9 cents a share 
in the preceding quarter, there is some 
good news in the statement for those 
who look for it. Orders received dur- 
ing the third quarter at $43.7 millions 
represented an increase of 70 per cent 
over the $25.7 millions of the same 
quarter of 1932, while sales billed scored 
a gain of 8.6 per cent. But more im- 
portant, net income gained 15 per cent 
as compared with a year ago. With 
unfilled orders on hand higher than last 
year, it is believed that the company 
should have no trouble in exceeding the 
fourth quarter earnings of 1932, which 
amounted to 7 cents a share. 


For almost a month the dollar has 
fluctuated not far from the 65-cent 
level, the highest degree of currency 
stability the country has had since the 
suspension of the gold.standard. 


Kroger Grocery 4 “C+” 


Since Kroger Grocery & Baking an- 
nounced its earnings had increased to 
$1.25 a share in the first half year from 
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ARE YOU PREPARED FOR 


the Next Market Rise? 


See for yourself how you can better protect your capital and 
accelerate its growth ... how you can know when to buy and 
sell... when to stay out of the market... how you can be pre- 


pared for the next important rise. 


HE reason that some traders make 
more money than others can be at- 


‘tributed to but one cause—more depend- 


able information resulting in definite 
knowledge that causes them to act with 
more certainty and less risk. 

If you have such definite information 
available you will know when to act in 
order to be ready for the next market rise. 
With such information you can be pre- 
pared not only to profit by any important 
upward move but you will be in a better 
position to protect your capital. 


The 3 Most Vital Things to Know 
When Investing 


¢ WHEN to buy and sell, and when to 
stay out of the market. The time of 
action is a vital element in determining 
the ultimate amount of the profits you 
make. 


2 WHICH securities to buy. Statistically 
one security may be better than another, 
yet not be the stock which offers the 
protection and profits you seek. Don’t 
buy blindly. Know which stocks to 
trade in. 


3 WHAT prices to buy and sell at. Never 
“reach” for a stock. Learn at what price 
you should trade. 

Through constant analysis of security 
values and market conditions and the tech- 
nical factors that control market trends 
and security prices, this organization can 
supply you with the. above essential 
knowledge. 


Sound Guidance 


Over a long period of years the Wetsel 
method, predicting most of the major mar- 
ket swings and many minor movements, 


has proven itself to be an apt guide for 
investors seeking capital protection and 
growth. 

If you are desirous of making money 
during the next rise and of gaining con- 
tinuous protection thereafter. isn’t it 
reasonable to presume that such guidance 
could give you advantages that otherwise 
might be overlooked? 


Investigate this Method 


Learn more about this method and what it 
has to offer you. Send for our booklet, 
“How to Protect Your Capital and Accel- 
erate Its Growth . . . Through Trading.” 
In addition to explaining this method and 
showing how profits can be made in the 
market, it develops a new philosophy of in- 
vesting that may be of much value to you 
whether you follow this method or not. Be 
prepared for the next market movement. 
Send for the booklet today. 


A. W. Wetsel 
Advisory Service, Ine. 


SPEND, 


W 
Chrysler Bidg. 2 New York, N.Y. 


Please send me, without obligation, 
your booklet, “How to Protect Your 
Capital and Accelerate Its Growth ... 
Through Trading.” 


FW-25a 


The public utility system of 
Standard Gas and Electric Company 


serves 1,662 cities and towns of twenty states .. . combined 
population 6,000,000...total customers 1,569,296...installed 
generating capacity 1,586,694 kilowatts...properties operate 
under the direction of Byllesby Engineering and Manage- 
ment Corporation, the Company’s wholly-owned subsidiary. 
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DO YOU 
hold these stocks? 


HE outlook for the stocks listed below is 

discussed in our current Stock Market Bul- 
tenins. copies of which will be sent to you free 
of charge. 

If you hold or are interested in any of the 
following securities, our current ulletins 
should prove of great value in the present un- 
certain paees. The stocks discussed are: 

Allied Chemical 

American Smelting 
Baltimore & Ohio year 
Bendix Aviation International Harvester 
Borg-Warner International Nickel 
Canadian Pacific Johns- Manville 

Chrysler Mathieson Alkali 

Commercial Solvents Montgomery Ward 

New York Central Timken Roller Bearing 

Pennsylvania Railroad Union Carbide 

Simply send your name and address and the 
above mentioned Bulletins will be sent to you 
without cost or obligation. Also an mncconenk 
book called “MAKING MONEY IN STOCK 


INVESTORS RESEARCH BUREAU, INC. 
Div. 470, Chimes Bide. Syracuse, New York 


Standard Brands 
General Motors 


Management 
= Problems 


Whatever their nature they may be 
ii solvable. Reorganization and re- 
| financing of corporations of good 
| past earnings records and prospects 
Interview solicited by 
correspondence 


H. D. WILLIAMS 


120 Broadway New York City 


Are Stocks Still 
a Buy? 


Write for this 
report—gratis 


Babson’s 
Reports 


and the famous 
BABSONCHART 


lee Div. 34-48, Babson Park, Mass. ——— 


ANY BOOK 
YOU WANT 


If you are building a library on spec- 
ulation, on charts, on stock invest- 
ment, on bonds, on money, on eco- 
nomics, on financial history, on Wall 
Street Personalities, we will under- 
take to supply any book you want, 
whether we advertise it or not. No 
credit, approval or C.O.D. orders. 


Address: 


BOOK SHOPPING SERVICE 
FINANCIAL WORLD 
53 Park Place, New York 


Back To 
March Lows? 


Send for FREE Bulletin FWO-21 


American Institute of Finance 
260 Tremont Street, Boston, Mass. 
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74 cents a share in the comparable 
period of 1932, the stock has had a 
number of sinking spells which have 
carried it within striking distance of 
its low for the year. In searching for 
an explanation for the weakness of the 
shares in the face of good news two 
factors stand out. In the first place 
the dollar volume of the company since 
mid-year has failed to show an increase, 
as have the sales of a number of other 
leading grocery chains, and, secondly, 
increased costs under the NRA code 
have undoubtedly cut into the com- 
pany’s profit margin. Added to these 
developments are increased taxes in 
several of the middle western states in 
which the chain operates. 


Just after the brokers managed to duck 
the new municipal taxes, they find that 
they will have to spend the time and 
money compiling customer reports for 
the Government. 


Loew’s 4 

The annual report of Loew’s, Inc., for 
its fiscal year ended August 31, 1933, 
which is scheduled for publication early 
in December, will reflect not only the 
vicissitudes of the past year but also 
the radical change in the company’s 
amortization schedules. Estimates for 
the year are placed at slightly, under 
$2 a share, which would compare with 
$4.80 a share in the previous fiscal year. 
This decline reflects a combination of 
unfavorable operating conditions which 
are understood to have been straight- 
ened out before the close of the fiscal 
year. The company seems now to be 
on the road to earnings recovery with 
studios operating on the most econom- 
ical basis in the history of the company 
and box office revenues recording an 
upward trend. 


The aviation group always loses part 
of its following just before the snow 
flies and this explains part of the re- 
cent liquidation in this section of the 
list. 


Nash 4 “C+” 


At the New York Automobile Show 
next January, Nash Motors is expected 
to make a real bid for a place in the 
low priced field with an entirely new 
car under some name other than 
“Nash.” The price of the new car has 
not yet been determined, but according 
to officials of the company it will be 
under the price bracket of the Nash 
1934 “big six” line which starts at 
$745. While it is not believed that the 
new low priced car will be an important 
factor of competition for the “big 
three” now dominating the field, at the 
same time it will tend to broaden the 
field to which Nash has always appealed 
and attract buyers who have previously 
regarded Nash as a medium priced car. 


Increased wages are meant to increase 
spending—not to increase hoarding. 
And yet the savings banks are report- 


ing the biggest gain in deposits in 


months. 


Procter & Gamble 4 “C+” 

All funded debt of Procter & Gamble 
will be eliminated on January 1 as a 
result of the action of the directors of 
the company last week in authorizing 


the retirement of the balance of $8.5 
millions of 44 per cent debentures due 
in 1947. The notes will be redeemed 
at 105 and accrued interest. When the 
notes are retired the company will have 
outstanding 22,500 shares of 8 per cent 
preferred stock and 171,569 shares of 
5 per cent preferred stock, both of $100 
par value, and 6.4 million no par com. 
mon shares. The savings in fixed 
charges which accrue to the earnings 
applicable to the common stock amount 
to 6 cents a share. 


The cry that more money is needed is 
just an age-old fallacy which crops up 
in every period of depression. What 
is actually needed is more purchasing 
power. 


Western Union 4 “Cy” 


All those rumors about Western 
Union soon resuming dividends seem to 
have vanished into thin air since mid- 
summer, when the stock was one of the 
active features of the market following 
the report of a sharp come back in 
earnings in the first half-year. Earn- 
ings for the six months equalled $2.58 
a share, against 33 cents a share in the 
first half of 1932, and it is expected 
that net income for the full year will 
exceed $4 a share. But those who are 
understood to be close to the situation 
point out that the management will 
first consider the improvement of the 
company’s financial position before 
undertaking dividend resumption. 
Western Union has a bond issue of $15 
millions coming due in 1936 and another 
for $8.7 millions in 1938 which must 
be retired or refinanced and it would 
be in the interest of the stockholders to 
build up cash resources rather than dis- 
tributing dividends in the near future. 


Of little national importance is Elec- 
tion Day “this year but its results are 


being looked to as a key to public senti- 
ment on policies under the New Deal. 


WEEKLY RECORD OF EARNINGS 


To September 30,1933 1932 
3rd Q. 9mo. 


EARNED PER SHARE: 


American Chicle. . 
American Te’ Jephone & T elegraph 
Refining 

Bayuk 

Barker — 

Cream of Wheat 

Caterpillar Tractor 
Faton . 

General Electric. . 

Graham-Paige . 

Harbison-Walker 

Johns-Manville. . 

Kimberly Clark 

Nation: al Biscuit... . 

Union Oil of alifornia. 

United Corporation . 

United Biscuit. . 

Waldorf System . 

Young Spring & Wire 


Electric Bond & Share 
Owens-I'linois Glass.............. 
Detroit Edison 
12 Months to August 31 


Duquesne Light pi0.01 p45 96 
8.10 8.06 


Ogilvie Flour Mills 


8 Months te August 31 
Aluminum Industries........... oa 1.01 0.48 
6 Months to August 31 
Beatrice Creamery............... 
Collins & Aikman 


12 Months to June 30 
American Power & Light.......... 


p On Preferred shares. 
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$1.03 $2.79 $2.84 
1.88 542 
2.12 1.74 1.58 
1.33 4.04 nil 
ae 0.46 inil nil 
0 42 1 31 1 -65 
Be 0.09 nil nil 
0.40 «0.44 nil 
0.08 0.24 0.34 
0.04 0.03 nil 
0.33 0.29 nil 
ee 0.42 nil nil 
0.17 0.19 0.25 
0.59 1.48 
0.24 O28 0.63 
0M 0.19 0.33 
0.59 1.41 1.27 
0.50 1.11 nil 
eae 12 Months to September 30 


UNDERCURRENTS 


By Our Capitol Correspondent 


WASHINGTON — High ad- 
ministration officials deny they 
are “muscling in” on the bank- 
ing business. It would not. 
surprise many, however, to see 
a complete socialization of 
American banking along the 
lines of the British system. 
Recent RFC purchase of stock 
in a huge Chicago bank is the 
first step toward government 
partnership with the big 
fellows. 


. «+» With the treasury only a 
quarter billion dollars in the hole so 
far this fiscal year, Secretary Woodin 
believes liquor taxes will balance the 
federal budget ... . Watch for 
some new price lifting schemes for 
farm products before the snow flies. 
. « Internal Revenue Commis- 
sioner Helvering is giving people a 
last chance to file amended income tax 
returns on improper stock market 
losses and profits before he begins his 
campaign to collect some billion dollars 
believed still owed Uncle Sam. 


Success of President Roose- 
velt’s international monetary 
poker game depends upon the 
secrecy of his next move. 
That is why you haven’t seen 
any announcement of a mone- 
tary policy before this. It is 
a day-to-day game, change- 
able at a minute’s notice, 
which accounts for the con- 
flicting stories out of Wash- 
ington. 


+ « « » You'll see steps soon to free 
another billion in bank deposits frozen 
prior to January 1 as soon as this 
year’s frozen deposits are cleaned up. 
+ + + « Some of our American cor- 
porations are sore because they can’t 
sell gold bonds in this country when 
no bar is put on foreign countries sell- 
ing gold issues here. . . . . Some 
billion dollars in American capital 
which flew to Europe this summer will 
soon be induced to return home if the 
war scare continues. 


The current recovery pro- 
gram is likened by one official 
to a toboggan. With the 
course now set there can be 
no turning back. There will 
be a lot of curves but the main 
objective is to put men back to 
work. If the NRA doesn’t ac- 
complish full results, there is 

_ likely to be more regulation— 
not LESS. 


+ «+. There is growing agitation 
for a relaxation of: the securities act 
but Congress will not be in the mood 
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United States Government Securities 


Liberty Fourth 44s 1938/33 
Treasury 3'4s 1945/43 


The Secretary of the Treasury of the United States has announced that 
approximately one-third of the outstanding Fourth Liberty Loan 4% per cent 
bonds of 1933-38 are called for redemption on April 15, 1934. At the same time 
it was announced that an issue of 10-12 year Treasury bonds, dated October 15, 
1933, and bearing interest at the rat. of 4% per cent per annum from that date 
to October 15, 1934, and thereafter at the rate of 314 per cent per annum, will 
be offered for subscription on October- 16, and for a few days thereafter. 
The new bonds will be offered in exchange at par for any bonds of the Fourth 
44% Liberty Loan issue, whether called or uncalled, and in the approximate 
amount of $500,000,000 for cash at 101%. The price for bonds allotted on cash 
subscription includes accrued interest from October 15 to November 1, 1933, 
the date on which payments on such subscriptions will be due. 


The Fourth Liberty Loan 4% per cent bonds were originally issued in the 
amount of about $6,965,000,000 and were dated October 24, 1918. Since that 
time about $696,000,000 of these bonds have been retired, leaving about $6,268,- 
000,000 outstanding. The present call provides for the redemption on April 15, 
1934 of bonds of this issue bearing serial numbers ending with the digit 9, 0 or 
1, and in the case of permanent coupon bonds also preceded by the letter J, 
K or A, respectively. The bonds called for redemption aggregate about 
$1,900,000,000. 


We have prepared a table indicating the approximate yield of 
Treasury 3%4s, 1945/43 and called and uncalled Liberty Fourth 
4%s, 1938/33, copy of which is available upon req iest. 


Active markets quoted in all United States Government obligations. Facilities available to 


Banks, Insurance Companies, Corporations and others desiring markets, information or — 


suggestions pertaining to these securities. 


R. W. PRESSPRICH & CO. 


Members New York Stock Exchange 
68 William Street New York 


Telephone JOhn 4-3600 
CHICAGO SAN FRANCISCO 


Should Stocks be 
Bought or Sold NOW? 


ARE STOCKS CHEAP OR SHOULD THEY 
BE SOLD WITH THE IDEA OF REPLACING 
AT LOWER LEVELS? 
The correct answer to this question will mean additional 
profits to the prudent investor. Those interested in 


the answer should send for our latest bulletin. 
IT IS FREE UPON REQUEST 


R.W. MSNEEL, FOUNDER 
126 NEWBURY ST., FW 3, BOSTON. 


Name... 
Address. 


When Writing to Advertisers + + + 
+ + ‘Please Mention THE FINANCIAL WORLD 
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Dividends Declared 


Regular 
Pe- Hldrs. of 
Company Rate riod Record 


Book 


pf 
Atlanti¢ City Electric $6 
Bamberger (L. Co. 
Bank of Montreal. 
Blauner’s, Inc 


Do pf. 
Conn. Ry. & Lt 


Do 419% 
Consolida: O11 8% pf. 


$2 
Cumberland Power & Licht 6°% 
$1. 50 


6214 


Dallas Power & Light Co. $0 pf. $1.50 
Do 7% pf. $1.7 
Dictaphoné Corp. pf 
Elec. Power Assoc............ 
DoA 


Federal Knitt’g Mills... .... 
Fire Assn. of Phila. 
7% pf. 


Foods 
Georgia P. & Lt $6 pf. 
Hale Bros Stores ene 
Hartford Times, Inc., vart pf. 
Helena Rubenstein pi. 
Hollinger Cons. Gold. 
Hormel (G. A.) & Co. 

Do pf A. 

Do pf B. 
Horne (Josepa) Uo. pf. 4 


Do $6 pf 
Idaho Pow 7% pf 
Inter. Cigar Mach. 
Do £6 pf. 
jr. 
Emil) © 
De 
La. Pw. & Lt $6 pi 
Liggett & Myers Tob. 


Loose-Wiles Biscuit.............50¢ 
Lend Coit pf 


t. $6 
Tint, Heat ‘& Power Co. 
Newberry (J. J.) Co. pf... 
Co. of. . 91.75 
N. Y. Honduras Rosario Mining. .25c 
Owens Glass 50c 
Procter & Gamble. . 
Service Corp. « J. 6% 


ray Inc. 


Do $6 
Selby Shue pl... 
Shawinigan W.&P... 
Sierra Pacific Electric 6% pi. 
Tenn. Pub. Sve... 
Texas P. & Lt. 7% pf. 

Do $6 pi 


United Bond & Share, Ltd. . 
Virginian Ry. pf... 
West Va. P.& P. pf. 
Woolworth (F. W.) Co. 


“fe 


, 


Q 
Q 
Q 
Q 
Q 
Q 
Q 
2 
Q 
Q 
Q 
Q 
Q 
Q 
2 Q 
Q 
Q 
is 
Q 
Q 
Q 
Q 
Q 
Q 
Q 
A 
Q 
Q 
Q 
Q 
> Q 
Q 
Q 
5 Q 
Q 
Q 
Q 
Q 
Q 
Q 
Q 
Q 
Q 
Q 
Q 
Q 
Q 
Q 
M 
Q 
Q 
Q 
Q 
Q 
Q 
Q 
0 Q 
Q 
Q 
Q 
Q 
Q 
Q 


— 


Accumulated 


Artloom Corp. pf. 81.75 
Bigelow-Sanford Carpet pi $4.50 
Central Ohio Light & Pow. $ pf$1.50 


Fidelity Fund Inc 
Hollinger Gold M 
McIntyre Porc. Min. . 
Minn.-Honey 

Owens Illinois Glass 


Camden FiteIns......... 
Continental Can 
Seiby Shoe 


elow-Sanford Carpet pf... 
finn.-Honeywell Rez. Nov. 15 Noy, 
Troxel Mfr... Nov. 1 Oct. 


ets 
erly dividends omitted on the stock 
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Nov. 1 Oct. 


for many changes with the revelations 
in the stock market investigation 
- » « « refunding of a part of the 
Fourth Libertiés shows that the con- 
servative element is still firmly in the 
saddle . . . no matter what hap- 
pens to our money, we’re getting in- 
flation of counterfeits and prices have 
dropped from $34 to $30 a hundred. 


There is nothing new in the 
widely publicized release of a 
billion dollars in frozen bank 
deposits. The RFC has been 
doing this all summer. The 

real point is that the process 

will be speeded to give a boost 
to the NRA buy now cam- 
paign. 


Farm Equipments Look 
To 1934 For Recovery 


HE continuéd decliné in the gen- 
eral price level for agricultural 


commodities witnessed during the. 


last several weeks makes a revision of 
the prospects of the farm implement 
industry necessary. During the second 
quarter of the current year under the 
stimulus of rising prices for agricul- 
tural commodities the outlook became 
brighter and substantial improvements 
in earnings wére hoped for. But in the 
light of recent developments only a 
slight gain over the unfavorable results 
of 1932 should be anticipated. 

On the other hand, a_ substantial 
improvement in the financial position 
of the various companies is expected 
inasmuch as the higher farm prices of 
several months ago, as compared with 
1932 levels, greatly facilitated the pay- 
ment of old debts and thereby effected a 
reduction in the equipment companies’ 
receivables and doubtful accounts. 
While strengthening the financial posi- 
tion of the implement manufacturers, 
the reduction in receivables also fur- 
nishes a basis for future expansion of 
new sales. Inventories also should 
show some decline, as sales have been 
made largely from stocks due to re- 
striction of new production. A stronger 
cash position at the end of the current 
year therefore should be the rule, and 
little change from 1932 results is likely 
to be seen, assuming that the charges 
made for depreciation and obsolescence 
remain unchanged. 


Factors of Restriction 


Aside from the unsatisfactory pur- 
chasing power of the farm population, 
two other factors have been retarding 
new purchases of agricultural machin- 
ery., ic., the extremely low cost of 
farm labor and the Government’s policy 
of acreage reduction. Both these fac- 
tors make for less use of machinery 
and their influence is likely to continue 
into the companies’ 1934 fiseal year. 
Manufacturers’ production costs have 
been virtually cut to the bone, and 
under the requirements of the NRA 
further savings on this account are 
unlikely. 

During the six years preceding the 
depression the farm implement indus- 


try exported an average of 20 per cent 
of its output. The foreign market has 
been extremely dull during the last 
few years, for the same reasons as 
are responsible for the shrinkage of 
the domestic market. After the 1920- 
22 depression the expansion of foreign 
markets in 1923 actually started the 
farm implement industry on its way 
toward recovery, but it appears ex- 
ceedingly doubtful whether under pres- 
ent circumstances the foreign market 
will again lead the industry out of the 
depression. 

The possibilities of large orders from 
Soviet Russia after official recognition 
of that country by the United States 
Government are usually overempha- 
sizeds This Russian business depends 
more upon the arrangement of long- 
term commercial credits than upon 
recognition, and it remains doubtful 
whether the Soviet, despite its good 
record to date in meeting obligations, 
will be able to secure the necessary 
credits to finance large orders for agri- 
cultural machinery. 


What of the Outlook? 


Recovery of the farm implement in- 
dustry depends almost entirely upon a 
substantial improvement of farmers’ 
purchasing power; in other words, sub- 
stantially higher prices for agricultural 
products than those prevailing at the 
present time. While the Government 
is pledged to do everything to bring 
about such a price advance, its plans 
so far have failed to produce the de- 
sired lasting results. However, it can 
be anticipated that the Administration 
will spare no efforts to attain its goal, 
and its success will determine the pros- 
pects of the farm implement companies, 
as far as the companies included in 
this group concentrate their activities 
upon the manufacture of agricultural 
machinery. In a situation such as, 
for instance, International Harvester, 
which derives about 50 per cent of its 
revenues from the manufacture of 
trucks, other factors obviously influ- 
ence future earnings prospects. While 
recovery for the farm implement bus!- 
ness will come with better prices, it is 
a decidedly long-term proposition 
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The Commodity Situation 


+ Factors inducing price ir- 

regularities in commodities 
appear to be mainly of transitory 
importance, suggesting little 
actual change in fundamentals, 
Long-term investment out- 
look for wheat obscured by cur- 
rent weakness.... Drop of 
$10 per bale stirs cotton grow- 
ers’ interest in government's 
loan offer. 


cided price irregularity in recent 

weeks, though there has been 
little of fundamental importance in the 
trade budgets. Rather the day-to-day 
disclosures that have unsettied senti- 
ment have been of transitory character. 
Recent fluctuations in the gold value of 
the dollar, after all, have been only 
fluctuations; they have not been of the 
type that would suggest a definite 
change in the long trend of the dollar’s 
value, Yet in the contracts markets 
many commodities have been as sensi- 
tive to the day’s changes in the dollar 
as though each movement were a long- 
awaited signal that a new decline had 
set in or that a sustained recovery to 
par was now under way. 


Cited price ir have shown de- 


HE inauguration of price-fixing 

under the NRA code was a natural 
“next step” and its appearance should 
have been thoroughly discounted with- 
out regard to the actual moment of the 
announcement. The North Dakota 
wheat embargo was little more than a 
local symptom, for it was not part of 
an inter-state plan for withholding 
wheat from market all over the grow- 
ing territory. The accumulation of 
copper in custom smelteries, which was 
discussed in last week’s issue, was indi- 
cative of little more than that the 
smaller units kept on producing during 
the interim when the copper industry 
code was shaping up and consumer-buy- 
ing lagged pending determination of the 
outcome. Nor was the rejection of the 
sugar accord something that came from 
a sky of clear blue, That situation had 
taken form gradually and openly and 
it was foregone that not only would it 
be unsatisfactory to the Administration 
but that the season already had ad- 
vanced to the point where no effective 
action could be taken until the next 
crop comes along. European war clouds 
did some hovering again, but had less 
effect on the commodity markets than 
might have been expected. This, pos- 
sibly, was because the markets have 
become so responsive to current super- 
ficials that it seems not worth while to 
study fundamentals, It is not an un- 
usual rut in which the commodities find 
themselves just now, but it is one that 
would appear to offer genuine, long 
term, profit possibilities to those who 
possess vision and courage. 


ORTH DAKOTA confinessomething 
less than 60 million bushels of wheat 
within its borders under the embargo de- 
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clared by the governor and effective last 
Thursday. Whether the ban encounters 
the test of a United States Supreme 
Court hearing as to whether it con- 
travenes the Federal constitution de- 
pends upon the passivity of the business 
interests within the state. Railroads, 
through refusal to accept shipments to 
points outside the state, may force the 
issue into the courts for determination 
whether the embargo is an interference 
with interstate commerce, Back in 1919 
North Dakota passed an act designed 
to prevent the marketing of grain pend- 
ing higher prices, The Supreme Court 
threw that law into the limbo of un- 
constitutional enactments, declaring it 
sought to interfere with interstate ship- 
ments. 


government has embarked with 
initial vigor on its buying campaign, 
the Farmer’s National Grain Corpora- 
tion having entered the market for cash 
and December wheat after the Decem- 
ber option had broken through 70 cents 
at Chicago. The decline which started 
in mid-July appeared to have been 
checked at 67) cents, but aside from 
government purchases and covering by 
speculative interests there was only 
moderate demand. The upturn that fol- 
lowed resulted more from the dis- 
appearance of offerings. Investment 
buying, which most likely would be re- 
flected by activity in May wheat, has 
not developed to the volume where it 
figures in the daily comment. Funda- 
mental considerations, however, suggest 
the attractiveness of wheat for an in- 
vestment holding into next spring. The 
world’s visible supply at last is starting 
to decrease. The American crop this 
year will be from 140 to 160 million 
bushels below domestic needs. Our 
crop next year is to be curtailed, while 
every governmental agency is pulling 
for a program that is calculated to 
raise the consuming demands from our 
own population. 


OVERNMENT buying of cotton also 
provided about the only check to the 
decline which carried the near months 
below the 9-cent level, With about 8 
million bales still on plantations the 
government’s loan plan has assumed 
new attraction to the grower. With 
cotton one and one-half to two cents 
higher than at present the farmers 
were disposed to take open market 
prices rather than accept the govern- 
ment’s loan offer, feeling that the dif- 
ference of a dollar or two a bale did 


STUDIES 


A SOUND BASIS FOR 
TRADING DECISIONS 


Successful traders profit because 
they have spent years following 
the market. Fundamental trading 
principles evolved from years of 
market analysis and actual experi- 
ence, are available to you through 
a course of study directed by 
M. Gartley, an authority on stock 
market technique and chart in- 
terpretation. The course will 
furnish the average man with a 
thorough for making 
sound and profitable trading de- 
cisions. 


For complete details, address 
Dept. F-5 


H.M. GARTLEY 


48 WALL ST. NEW YORK 


GRAIN TRADERS 


In the last twelve months, Ainsworth’s 
Financial Service has taken $1.272 
profit per bushel on all gain trades as 
against 4 cents loss on all loss trades, 
leaving a net gain over all losses of 
$1.233. 


On September 25, we claimed that May 
wheat would shortly sell down to 90 
cents, but would not sell below 85 
cents. 


Our bulletin of October 16 gives a re- 
view of the world wheat situation and 
forecasts materially higher prices in 
all grains this winter. This bulletin 
is free for the asking, 


AINSWORTH'S FINANCIAL SERVICE 
Box 605 Mason City, Illinois 


DUO-CHARTS 


The Charts with the Profit Indicator 


AN OUTSTANDING OFFER! 


60 Charts — 59 Stock Market Leaders 
and Three Important Averages. 
Price only $2.50 postpai 
Each chart gives TWO graphic pictures 
of the daily price range, Sieh, low, and 
close, and daily volume of sales since May 

31, 1933. They are up-to-date. 


Mail money order or check with your 
order to— 


THE CHARTSMEN 
130 Cedar Street, New York City 


ADVANCES 


forecast early (like declines) by 
proved detection of deeper market 
currents. Latest Bulletin significant! 
Bend for FREE COPY and “Safety 


NEILL-TYSON, 


| Buy, Hold, or Sell, Now? 
| Send for sample copy, free, of our 
| “Special Textile Report” 


AMERICAN SECURITIES SERVICE 
Suite 3120 Fifty Broadway, New York 


—Textiles?— 


a & & WHEN writing to 
advertisers, please tell them 
ou saw their announcement io 
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BINDER 


HIS handsome binder 

which, we have pro- 
vided for the convenience 
of THE FINANCIAL WorLD 
readers was designed by 
Paul Kummer, one of Amer- 
ica’s few noted modelers in 
metal. 


Between its artistic dark 
green leather-like covers, 
patterned after the best 
efforts of early masters in 
hand tooling, you can 
quickly and easily insert 
your copies of THE FINAN- 
CIAL WoRLD as they come 
to you each week, gradu- 
ally building up a valu- 
able reference volume of 
twenty-six issues. 


We supply these binders 
without profit as an ac- 
commodation to readers 
who wish to preserve copies 
of THE FINANCIAL WorLD 
in a convenient and perma- 
nent form. 


Price prepaid is $2.00 to 
any part of the United 
States east of the Rocky 
Mountains; 25c extra post- 
age should be added for 
cette west of the Rocky 

ountains. Orders for 
Canada also require 25c 
extra postage. Foreign 
postage is 50c extra. 


Money back if not satisfied 


THE FINANCIAL WORLD 
New York . 


53 Park Place 


not warrant tying up next year’s plant- 
ing as a prerequisite: to obtaining the 
loan. But now, with a spread of $8 to 
$10 a bale between the loan value of 
their cotton and the open market price, 
Uncle Sam’s proposal is very alluring. 


ANOTHER SINK HOLE? 


concluded from page 398 


waterway, ships sailing under the Brit- 
ish and other flags would doubtless 
obtain a much greater share of the 
business than American shipping. But 
surveys of shipping companies have 
indicated quite clearly that relatively 
little use of the St. Lawrence route 
would be made by ocean-going vessels, 
even if the 27-foot channel provided 
for in the project should be made 
available. Vessels designed for the 
Great Lakes are very different from 
ocean vessels; naval architects state 
that it is impossible to construct a 
thoroughly satisfactory hybrid. 

The argument that the St. Lawrence 
waterway would bring Liverpool and 
the North European ports much closer 
to the American Middle West is off-set 
by other considerations. This argu- 
ment usually is based upon the use of 
the Belle Isle route; the Straits of 
Belle Isle are safe for navigation only 
a few months in the year. The route 
south of Newfoundland is much longer. 
Even using the latter route, the St. 
Lawrence waterway is open only six 
to seven,months of the year. The 
fallacy of predicating huge investments 
in transportation merely upon distance 
is illustrated by the Hudson Bay Rail- 
way. The attempt to develop Fort 
Churchill, on Hudson Bay, into a major 
grain exporting port, now gives many 
indications of being a very expensive 
failure. The route was demanded by 


‘the Western Canadian provinces mainly 


because Fort Churchill is 1,000 miles 
nearer the grain fields of the Canadian 
prairies than Montreal. A _ railroad 
was built to Fort Churchill, and in- 
corporated in the Government-owned 
Canadian National Railways. So little 
wheat has been shipped from the new 
Hudson Bay port this year that the 
project is now widely considered to be 
a fiasco. The reason—ship insurance 
rates on the northern route are so high 
that it is much cheaper to ship grain 
from the western provinces to Montreal 
via the Great Lakes. 


Ideal for Tramp Steamers 


The Great Lakes-St. Lawrence route 
is an economical one for Canadian 
grain. The Great Lakes-Buffalo-New 
York route (using railroads or Barge 
Canal from Buffalo to New York) is 
an efficient one for American products. 
There is grave doubt that the elimina- 
tion of the moderate transshipment 
charges would, in either case, justify 
the expenditure of hundreds of millions 
of public funds to permit ocean-going 
vessels to use lake ports, even assum- 
ing that many ocean ships would pene- 
trate west of Montreal, which many 
shipping officials consider doubtful. 
First class cargo liners almost cer- 
tainly would not use the route. Slow 
tramps might. The major part of any 


increased business which might mae 
terialize would most likely be in goods 
which would be transshipped at Mont- 
real or Quebec, representing a loss to 
American ports. 

There are other objections, notably 
to the provisions of the treaty giving 
joint control of the waters of Lake 
Michigan to Canada. At present; Lake 
Michigan is wholly under United States 
control. The Chicago Drainage Canal 
is involved in this aspect of the matter, 
But solely on the basis of whether or 
not the project would justify the ex- 
penditure of many millions of dollars 
of the American taxpayers’ money, on 
its results in. the form of improved 
transportation for Americans, all in- 
dications seem to point to a negative 
answer. The project will have strong 
opposition in the Senate. If the op- 
position is strong enough, the Ameri- 
can taxpaper may escape being saddled 
with the burden of another “white 
elephant” like New York State’s $270 
million Barge Canal. 


v 


OBITUARIES 


Fontaine 


AMUEL SPALDING FONTAINE, 

stock broker and former journalist, 
died last week after a nine days’ illness. 
Starting in the newspaper profession, 
in 1889 as a reporter for the Louisville 
Post, Mr. Fontaine’s ability as a spe- 
cial feature writer was early recog- 
nized and he subsequently joined the 
editorial staff of The World. With 
this paper he occupied the positions of 
London correspondent, war correspond- 
ent in Brazil in 1898, covered the 
events of the Spanish-American War, 
and wher not engaged in special cor- 
respondence he devoted his time to 
financial articles. He resigned as 
financial editor of The World in 1929 
to become a partner in the New York 
Stock Exchange firm of Benjamin, Hill 
& Company. 


Bancroft 


A LEADING figure in the financial 
publishing field, Hugh Bancroft, 
publisher of The Wall Street Journal 
and Barron’s Weekly, died last week 
at his home in Cohasset, Mass. Mr. 
Bancroft was graduated from the 
Harvard Law School and was highly 
regarded as a lawyer. Subsequent to 
assuming the presidency of the Finan- 
cial Press in 1928, he held the position 
of District Attorney in Middlesex 
County, Boston. In addition to writing 
financial articles for his own and other 
publications, Mr: Bancroft was author 
of “Inheritance Taxes for Investors” 
and “Inheritance Taxes.” While his 
firm feels a deep personal loss, his 
passing entails no change in manage- 
ment and substantially no change in 
ownership of the Dow, Jones & Com- 
pany properties. 


Sabin 


ITH the recent death of Charles 
H. Sabin, chairman of the board 
of directors of the Guaranty Trust 
Company, America has lost one of its 
important banking figures. Mr. Sabin’s 
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first association with the banking pro- 
fession started in 1889 and his rise in 
the field was unusually rapid and 
successful. Before his election as vice- 
president of the Guaranty Trust Com- 
pany in 1915 and later as president, Mr. 
Sabin had held positions of importance 
in a number of banking institutions. 
His loss, therefore, is keenly felt not 
only in his own company but also in 
the banking fraternity. 


v 


American Smelting’s 


Accounting Procedure 


N ORDER to interpret correctly the 

earnings report of American Smelt- 
ing & Refining Company for the first 
half of 1983 it is necessary to under- 
stand the significance of its accounting 
procedure with respect to inventories. 
In essence the company’s normal stock 
inventory method is a device for elimi- 
nating from earnings the effects of 
rising or falling metal prices as ap- 
plied to that portion of inventories 
which represents the necessary volume 
of metals in process and which is there- 
fore a permanent part of the business. 
Inventories on June 30 were carried 
at lower of cost or market (in this case 
at cost), and if the adjustment to 


v 


eliminate fluctuations in normal stocks 
had not been made the report would 
have shown earnings equal to $1.17 
per share of common instead of the 
deficit of 14 cents a share which was 
actually reported. ‘hus the company’s 
practise is more conservative than the 
usual accepted method in which no 
segregation of inventories is attempted. 


Savings Bankers Against 
Deposit Insurance 


HE Savings Banks Association of 

the State of New York adopted a 
resolution at its annual convention last 
week condemning the permanent de- 
posit insurance plan as “unsound in 
principle.” This association repre- 
sents 137 savings banks with aggre- 
gate deposits of around $5 billions, As 
the savings banks in this group have 
only recently set up two institutions to 
provide for central reserves which can 
be tapped in times of extraordinary 
requirements, it is natural that they 
should feel no need for joining an in- 
surance organization whose risks are 
largely in different fields. The con- 
demnation of the principles involved in 
the insurance scheme goes beyond the 
question of the advisability of their 
adherence to the plan, 


Pierce-Arrow Stocks Out of Line 


HE authorities of the New York 

Stock Exchange last week called 
attention of member firms to the dis- 
parity between the price of the new 
common stock to be issued under the 
terms of the recaptilization plan ap- 
proved by directors and stockholders 
of the Pierce-Arrow Motor Company 
on September 15, and the old A stock, 
and directed them to bring the matter 
to the attention of customers who 
might be interested in these stocks. 
Under the recapitalization plan, each 
share of class A stock is to be ex- 
changed for one-tenth share of new 
common stock, while each share of pre- 
ferred stock is exchangeable for 3.2 
shares of new common stock. The new 
stock is quoted around $5 a share, and 
the old preferred stock around $17 a 
share; these issues are approximately 
in line. However, the old common 
stock has recently quoted close to $3 
a share bid, which is obviously far out 
of line, since the new stock would have 
to be worth nearly $30 a share to 
justify this price. 

The explanation of this anomalous 
situation is to be found in one of those 
unusual technical situations which 
sometimes develop when recapitaliza- 
tions or exchanges of shares are 
effected. Apparently, a fairly sizeable 
short interest was built up in the old 
Pierce-Arrow A_ stock, the floating 
supply of which is now very small, and 
growing smaller as a result of conver- 
Sions into the new stock. Since the 
new stock is not a good delivery for 
those short of the old stock, the shorts 
must bid much more than the real 
value of the old stock to close their 
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contracts. Superficially, the situation 
would appear to offer an attractive 
opportunity for arbitrage, but any 
would-be arbitrageur who sold the old 
stock short under present circum- 
stances might find himself trapped, 
even assuming that he could borrow 
the stock to make the sale. Holders 
of the old stock who wish to take ad- 
vantage of the situation might sell at 
present prices and purchase the new 
stock in the when-issued market. 


L. COLUMN 


concluded 


from page 405 


Wuuse the post mortems now being 
held by the Senate Committee reveal 
situations distasteful to public opinion, 
they mostly dig into the past. In this 
respect they are historical of a ma- 
niacal financial spree and are not with- 
out potential usefulness in protecting 
ourselves against repetition of such 
scandals in the future. 


Laws can be framed to prevent “shoe- 
string” control of tremendous amounts 
of capital. They should enforce not 
only the fullest exposure of the hand- 
ling of investment trusts, but the most 
scrupulous conduct of management. 
Only when such protection is assured 
by legislative mandate can investment 
trusts assume the commanding posi- 
tion in the investment world which 
their fundamental theory of diversifi- 
cation of risk entitles them to occupy. 


“Therefore, we now advise the 
sale of all short swing items.” 


(From September 8th issue) 
This effective selling ad- 
vice caused our clients 
to sell in the highest 
week of the recent gen- 
eral price peaks. 


“The market is now ready to re- 
sume the final downswing. Place 
all orders to buy at prices pre- 
viously given.” 
(October 13th Bulletin) 

Prices on 19 stocks 

were set on September 

15 and now the market 

has come down to ac- 

curately meet them. 


“Buy five stocks from the list 


and at prices shown in our Bul- 
letin of September 29th.” 


This Bulletin (A-3339) 
will be sent free, to those 
wishing to buy at proper 
levels, on request. 


AY 
BOSTON, MASS. 


DISTINCTIVE 


... and not expensive 
When in New York, stop 
at the DELMONICO. This 
fine Park Avenue Hotel is 
conveniently situated for 
business and entertainment. 
Rates from %4.00 a Day 
1, 2 and 3 room apart- 
ments, both furnished and 
unfurnished, with serving 
pantries and electrical re- 
frigeration are available. 


HOTEL 


DELMONICO 


Park Avenue at 59th Street 
NEW YORK 


Under Reliance Management 


What Is the Future of 


Distillers’ Products 
Corporation? 
if you are following the startling 


pre-repeal 
demend for liquors you will want our Re- 
port immediately. 


FRY & BECKER 


60 Broad St. HAn. 2-3431 


New York 


Your dividend notice in THE 
FINANCIAL WORLD calls the 


favorable attention of bona 
fide investors to your securities. 
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KEEP YOU 
INFORMED 


Every week we list in this column attractive 

booklets, circulars, periodicals and special letters 

which we believe are of interest to our subscribers. 

Upon request, and without obligation, any of the 

booklets listed below will be sent free direct from 
the houses by whom issued. 


CURRENT LITERATURE DEPARTMENT 
THE FINANCIAL WORLD, 53 Park Place, New York, N. Y. 


Please print each request on a separate 
sheet together with name and address. 


U. 8. GOVERNMENT SECURITIES—A table indicating the 
approximate yield of Treasury 33s, 1945/43 and called and 
uncalled Liberty Fourth 44s, 1938/33, is made available by a 
large house, Member of the New York Stock Exchange. 


AN EXPLANATION OF LIFE ANNUITIES—This booklet, is- 
sued by one of the most prominent insurance companies, tells 
how a life annuity can be arranged to comply with any 
circumstances and ideas for future income. 


ODD LOTS—A firm, member of the New York Stock Exchange, 
has published a booklet setting forth the advantages for both 
the small and large investor dealing in odd lots. 


MARKET ACTION—Bulletin issued by a New York _ financial 
advisory service, covering short and long swing trading. 


SECURITY SALESMANSHIP, THE PROFESSION—A discus- 
sion of this specialized field, together with information about 
the Course of Training being adopted by scores of the leading 
investment houses for their salesmen. 


RADIO GUARANTEEING WORLD-WIDE RECEPTION—A set 
enabling you to receive broadcasts from Europe, the Orient, 
Australia; in fact, most anywhere you choose, direct. Superb 
ou domestic broadcasts, too. Costs no more than many less 
efficient models of ordinary receivers. Particulars will be sent 
upon request. 


8 INCHES OFF WAISTLINE—Forms an a ey subject to 
men suffering from excess avoirdupois. How find satis- 
factory relief is told by a reputable firm in the “Mtiddle West. 
Information will be sent free, 


HOW TO PROTECT YOUR CAPITAL AND ACCELERATE ITS 
GROWTH—Intelligently covers, from the technical viewpoint, 
the important questions when to buy and when to sell. 


TRADING METHODS—A 24-page booklet issued by a New York 
Stock Exchange house, containing a brief explanation of the 
different operations pertaining to stock market trading. 


BROKERAGE SERVICE TO INVESTOR AND TRADER—A 
well-known New York Stock Exchange firm has prepared this 
informative folder. 


STOCK EXCHANGE SERVICE FOR THE SMALL INVESTOR 
—An interesting and informative booklet every small investor 
will wish to read. 


LONG, SHORT, OR OUT, WHICH POSITION TO TAKE—Only 
by knowing the answers to these questions can your market 
operations be successful. The right type of guidance is now 
available. Send for complete details. 


AN INVESTMENT PROGRAM KEYED TO THE NRA—And 
kept in constant adjustment to the changing prospect—is the 
ideal of every investor. It is discussed interestingly in a 
— distributed free by an investment advisory organi- 
zation. 


MARGIN REQUIREMENTS—Leafiet explaining margin require- 
ments has been prepared by a brokerage house, members of 
the New York Stock Exchange. 


PARTIAL PAYMENT PLAN—An old established New York 
Stock Exchange House is issuing a booklet describing their 
plan and terms for purchasing securities on the monthly 
installment plan in odd lots or full lots. 
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WEEKLY 
BUSINESS & FINANCIAL SUMMARY 


A WEEKLY TRADE INDICATORS 002, 


*Crude Oil Production (bbls.)........ 2,419,650 2,398,850 2,230,000 
Electric Power Output (000 K.W.H. ). 1,618, ae 1,646,136 1,507,503 
Automobile Production (U.8.A.).... 36, 788 37,986 12,444 
Commodity Price Index............ 714 58.7 

Oct Sept.30 Oct.8 
jBank Clearings New York Cit $3,223 $2,838 $2,904 
Bank Clearings aed of N. Y.C: 1,844 1,667 1,884 
Total car loadings............ wees. 654,428 661,827 625,089 
Bituminous Coat ‘Production 938,000 1,146,000 1,209,000 
Financial World Index of Indus- 
trial Production......... 51.6 62.5 . 37.3 


*Daily Average. tlron tCram's Report. §000,000 Omitted, 
q of Commerce. 


4 FEDERAL RESERVE REPORTS MEMBER BANKS 
(000,000 omitted) Oct. 11 Oct. 4 Oct. 13 


Deposits—New York City 
Deposits—Outside New ew York Gi City... ‘ 9,509 9,448 8,237 


Loans on Securities—N 699 

Loans on Sec.—Outside N. Y.C. 1,954 1,952 2,281 
*Investment—New York City..... 1,108 1,092 034 
*Investments—Outside N. Y.C... 


Total loans and discounts..... 


Total commercial loans..... 4,933 4,914 5,254 
Total net 10,527 10,448 10,604 
Total time d deposits ewe 4,477 4,486 4,615 
Total brokers’ loans...... Jeinewawes 781 790 433 
4 RESERVE SYSTEM 

Federal Reserve System gold ratio... . 61.9 62.1% 57.5 

New York Federal Reserve Bank ratio 58.1% 59.3% 59.2% 
Total Money in Circulation......... $5,673 $5,652 $5,651 


*Other than U. 8. Govt. Securities. 


4 FOREIGN EXCHANGE 4 COMMODITY PRICES 
1933 1932 1932 
Par Oct.17 Oct. 18 Oct. Oct. 18 
$4.86 3g England..... $4.59 $3.40 | Copper (Ib) $0. 97 $0.06 
1.00 Can. Doliar...97.18 92.00 | Cotton (Ib) .0945 .0635 
3.92c France...... 5.74% 3.92%] Gold (02). 29. 
74% 1£«+.5.11\% | Iron (ton).18.26 13.84 
13.90 Belgium* 20.42 13.88 % | Rubber (1 ) 0725 F 
23.82 Germany... .34.77 23.76 (OZ). .36% .27% 
49.85 Japan....... 27.19 . 23.50 Sugar (lb). .046 0425 
11.06 Brasilft...... 8.25 7.45 §Wheat(bu) .74% 48% 


*Belga. tNominal. §December futures. 


4 WEEKLY CAR LOADINGS 


Freight car loadings indicate current sectional business conditions, 
Loadings from the 15th to the 15th generally indicate earnings for the 


current month. 
Week ended Same 
Sept. 30 week Change 


Eastern District 1933 1932 % 
Baltimore & Ohio.......... 48,387 43,706 +11 
hesapeake & 34,841 30,546 +14 
Delaware & Hudson.. 12,873 12,948 -1 
N orfolic 25,222 20,604 +22 
New York, New Haven & Hariford.. 23,049 21,935 + 5 
New York ‘Cent 93,263 85,657 + 9 
New York, Chicago & St. Louis..... 12,801 11,573 +11 
Pennsy 93,788 8,702 + 6 
Pere Marquette. 8,368 + 3 
Woesters Maryland; oes 7,863 6,098 +29 
Southern District 
Atlantic Coast Line........... rer 12,167 10,753 +13 
29,440 31,070 - § 
Louisville & Nashville 24,846 21,165 +17 
Seaboard Air Line... .. 9,798 9,357 + 5 
Southern Ry. 31,720 30 +4 
District 
o & Great Western. oneal 4,978 5,266 - 5 
Chi. St. Paul & Pacific. 25,558 26,861 - 
& North Western. . ae 32,752 32,052 + 2 
Northern oe 18,040 12,937 +39 
12,936 12,050 +7 
Central West District 
Atchison, Topeka & Santa Fe...... 25,256 26,078 ‘— 3 
Chicago, Burlington & Quincy...... 23,275 22,914 + 2 
Chicago, Rock Island & Pacific. 18,417 20,687 -11 
Chicago & Eastern Illinois......... 4,513 4,682 -—4 
Denver & Rio Grande Western. 6,521 5,994 +9 
29,256 28,372 + 3 
° 3,773 4,112 - 8 
Southwestern District 
Kansas City Southern............ . 3,069 3,246 - 5 
Missouri-Kansas-Texas........... 8,364 8,012 +4 
Missouri Pacific........ 22,250 23,766 6 
St. Louis-San Francisco........... 12,737 13,284 - 4 
St. Louis-Southwestern............ 3,816 4,353 —12 


(Compiled from American Railway Association figures) 
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PLEASE SHOW OR GIVE THIS TO AN INVESTOR FRIEND 


Today’s Problem for YOU 
and Every Investor 


T IS now more essential than ever before for 

l every investor to keep in very close touch 

with the shifting economic currents as they 

are being influenced by the triple combination of 
natural business re ~ ery, NRA and inflation. 


The codes that have been established are much 
more favorable for some industries than for 
others. 


HE investor’s problem at this time is to 

reshape his investment program so as to 
switch from securities in an unfavorable position 
and to make new commitments in selected cor- 
porations in those industries which are likely to 
profit substantially by the more auspicious oper- 
ating conditions under which they now conduct 
their businesses. 


The Financial World editors are studying this 
entire situation very carefully and the results of 
their conclusions are being presented in the pages 
of The Financial World from week to week. 
Whether you have investments of $2,000 or 
$2,000,000, you cannot afford to be without the 


weekly visits of The Financial World during the 
next six months to one year. 


HE business of the country is in a state of 

flux so that no investor can make arbitrary 
decisions today without being willing to modify 
his views next year in the light of subsequent 
developments. Through our service, you can 
keep financially posted at small cost—both in time 
and money. 


We feel sure that we can help you to participate 
more fully in the next substantial rise in the 
market than you possibly could without our un- 
biased assistance. 


HE small fee of $10 per year, which we 

charge for our Threefold Investment Serv- 
ice (of which The Financial World is an impor- 
tant part) is a very small measure of the many 
constructive aids we can contribute to your in- 
vestment success between now and the fall of 
1934. We will give you the vital facts (boiled 
down) and interpret them without fear or bias. 


Act Wisely Today—Mail the Coupon Below 


0-25 
THE FINANCIAL WORLD, 53 Park Place, New York, N. Y. 

I enclose $10 for a year's subscription for The Financial World (America’s 30-Yeat-Old Investment Weekly) 
together with all the other regular features of your Threefold Investment Service. In addition, I wish to have you 
send me by return mail a free copy of your 116-page book—"‘Profitable Investment Simplified”—(Vital Facts About 50 
Leading Stocks). 


THE SOHWRINLER PRESS, N. ¥. 
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WHAT BOOKS WILL HELP 


THE 


Paraphrasing a modern busi- 
ness philosopher, life is too 
short to learn all the things you 


INVESTOR? 


Through well-chosen books 
you can obtain more useful 
information and at infinitely 


need to know about invest- 
ment from your own limited 
personal experiences. Read 
more books. 


“WHY YOU WIN OR LOSE” 
(The Psychology of Speculation) 
By Fred C. Kelly (177 pages) - - - - - - $2.00 


What are the four greatest enemies to stock market 
success? It will pay you to read the answer by a 
man who has made money in the stock market. This 
is a practical study of crowd behavior as it affects the 
market and the individual. Price $2.00 postpaid. 


“POPULAR FINANCIAL DELUSIONS” 
By Robert L. Smitley (338 pages) - - - - $3.00 


Few men are better posted than Robert L. Smitley on 
the literature of finance and speculation. His is the 
ability to write books and to make money too. With- 
in three years after leaving Yale in 1904, with $1000 
capital, Mr. Smitley was able to buy a seat on The 
New York Stock Exchange, then costing $81,000. 
His latest book, both entertaining and informative, 
smashes many long-accepted and popular financial 
delusions which beset the path of everyone who has 


money invested or to invest. You will thank us for . 


bringing this book to your attention. Price $3.00 
postpaid. 


“ENCYCLOPEDIA OF BANKING 
AND FINANCE” 
(Explaining Hundreds of Wall Street Terms) 


By Glenn B. Munn (765 pages) - - - - - $3.00 
An alphabetical reference manual defining and ex- 


“Henry P. Davison” (The Record of a 
Useful Life) 


By Th Ww. L t 
(373 pages)—$3.50 


“Jay Gould” (The Story of a Fortune) 
By Robert Irving Warshow—$3.50 
“Morgan The Magnificent” (1837-1913) 
Reprint edition—Life of J. Pierpont 

Morgan (father of J. P.) 
By John K. Winkler, Jr. 
(313 pages)—$1.00 


“Bet-A-Million Gates” (Story of a 


to Stop It) 


By Robert Irving Warshow 
(187 pages)—$3.00 


INVESTORS’ BOOKS OF BIOGRAPHY 
WORTH READING AND WORTH OWNING 


“Alexander Hamilton” (America’s First 
Secretary of the Treasury) 


By Robert Irving Warshow 
Reprint Edition (241 pages)—$1.00 


“Kreuger’s Billion Dollar Bubble’— 
Story of Swedish Match King, Genius 
of Crooked Finance 


By Earl Sparling (276 pages)—$2.50 
“Financial Racketeering” (And How 


Story of Ponzi 
Plunger) financial pirates. 


By William Leavitt Stoddard 
(217 pages)—$2.50 


and other modern 


less cost in time, money and 
regrets than you alone could 
acquire in a hundred lifetimes. 


plaining 3275 terms relating to investments; securi- 
ties; speculation; business organization; insurance; 
commodities; markets; brokerage; foreign exchange; 
trusts; finance; banking practice, history, law, ac- 
counting and organization; money and credit. A fi- 
nancial library in one volume. Price $3.00 postpaid. 


“TAPE READING AND MARKET 
TACTICS” 
By Humpbrey B. Neill (232 pages) - - - $3.00 


If you are interested in the intermediate swings of 
the market and if you are prepared to assume the 
added risks of short term operations, you will find it 
interesting and helpful to study the views and theo- 
ries of Mr. Neill on: rules that govern the market; 
what is behind the ticker tape; meaning of volume; 
stock market technique; telling when top is reached; 
market poise; importance of the time element; value 
of charts; etc. Price $3.00 postpaid. 


“THE MIRRORS OF WALL STREET” 
Anonymous (268 pages) - - - - - $2.50 


Close-up word and pen sketches of thirteen financial 
men, more or less prominent in the news, yet little 
known to the public. Somebody has said there is no 
history, only biography. For a clearer understanding of 
present day finance, you should know more about its 
leading figures. These mirrors throw the spotlight 
on J. P. Morgan, Thomas W. Lamont, John D. Rocke- 
feller, Jr., Otto Kahn, Clarence Dillon, Charles E. 
Mitchell, and seven others. Price $2.50 postpaid. 


“High and Low Financiers” 
By W. Washburn and E. D. DeLong 
(315 pages)—$2.50 


Notorious stock swindlers crawl 
across its page: George Graham 
Rice, Rev. olmes, r. Partos, 
ad Ryder and Charles V. 
ob. 


“Leaders and Periods of American 
Finance” 
By Theodore J. Graysen—$4.00 
A notable parade in American fi- 
nance starting back with Robert 
Morris, Alexander Hamilton, Albert 
Gallatin, Stephen Girard, down to 
John Jacob Astor, Jay Cooke, Cor- 
nelius Vanderbilt, Jay Gould, Andrew 
Carnegie, James i; Hill, Edward 
H. Harriman, ierpont Morgan 
and Elbert H. Gary. 


We Supply Any Book You Want—Tell Us Your Needs 
Send Your Check or Money Order with All Book Orders 


BOOK DEPARTMENT 


THE FINANCIAL WORLD, 53 PARK PLACE, NEW YORK 
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